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BONNEVILLE POWER CORPORATION 


WEDNESDAY, JULY 15, 1959 


U.S. Senate, 

SUBCOMMITTEE ON FLoop Controi, Rivers AnD Hargors, 

OF THE COMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
4200, New Senate Office Building, Senator Richard L. Neuberger 
presiding. ; 

Present: Senators Neuberger, Kerr, and Muskie. 

Also present: M. C. Mapes, Jr. and Theo W. Sneed, staff members, 
and Irving Moore, chief clerk. 

Senator Neusercer. We will please come to order. 

Our hearings this morning are on S. 1927, to amend the Bonne- 
ville Project Act in order to establish the Bonneville Power Corpo- 
ration. 

We already have had extensive hearings on this particular legis- 
lation, although in slightly different form. 

These hearings were held in the summer of 1958 in Washington, 
D.C., and in December of 1958 at Portland, Oreg.; Seattle, Wash.; 
Coeur d’Alene, Idaho; and Kalispell, Mont. These are all the four 
States of the Columbia Basin which would be affected by the legisla- 
tion. 

Now we resume hearings in Washington, D.C. It has been the 
suggestion of the committee that the witnesses at this present series 
of hearings largely confine their views and testimony to those por- 
tions of the bill which have been changed. It is suggested that they 
not go into the fundamentals of the bill, because there had been un- 
limited discussion of that both in the field hearings and in the hear- 
ings here in the National Capital. 

We have five witnesses today, and, for the convenience of all of 
them, I will list them in the sequence in which they have been given 
to me by the committee staff. 

They are Mr. Gus Norwood, executive secretary, Northwest Public 
Power Association, Vancouver, Wash.; Mr. John Curran, legisla- 
tive representative, AFL-CIO; Mr. Truman Price, supervisor, Power 
Resources, State of Washington; Mr. Alex Radin, general manager, 
American Public Power Association; and Mr. Harold B. Say, Port- 
land Chamber of Commerce, Portland, Oreg. 

Before we hear our first witness, who is Mr. Norwood, I wish to 
express my personal appreciation, as the only Pacific Northwest Sen- 
ator on the Public Works Committee, to the distinguished chairman 


1 








2 BONNEVILLE POWER CORPORATION 





of the Public Works Committee, Senator Chavez, of New Mexico, 
and to the distinguished chairman of the Subcommittee on Flood 
Control—Rivers and Harbors, Senator Kerr, of Oklahoma. 

These men have been more than cooperative and helpful in author- 
izing the extensive hearings which have been held on this bill. 

They themselves are stalwart advocates of water resource develop- 
ment in the interest of the general public, and they are interested in 
seeing to it that there is healthy expanston of water resource develop- 
ment in the great Columbia River Basin. 

I know I speak for all my colleagues in the Northwest when I ex- 
press my gratitude to Senator Chavez and to Senator Kerr. 

I will now order placed in the record S. 1927. Following the bill 
will appear the reports of the departments and agencies. 

(The exhibits are as follows :) 


{S. 1927, 86th Cong., 1st sess.] 


A BILL To amend the Bonneville Project Act in order to establish the Bonneville Power 
Corporation 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bonneville 
Reorganization Act of 1959”. 

Src. 2. Section 1 of the Act entitled “An Act to authorize the completion, main- 
tenance, and operation of Bonneville project for navigation, and for other pur- 
poses”, approved August 20, 1987 (50 Stat. 731), is amended to read as follows: 

“(a) That for the purposes of facilitating the orderly, timely, and efficient 
development of the electric power aspects of the water resources of the Pacific 
Northwest on a self-sustaining, businesslike basis, of administering such develop- 
ment from center close to the people most directly affected, and of facilitating 
greater participation in the formulation and administration of such development 
by the people of the region and their local instrumentalities, there is hereby 
created as an instrumentality of the United States a body corporate to be known 
as the Bonneville Power Corporation (hereinafter referred to as the “Corpora- 
tion”). The Corporation shall be operated under the direction and supervision 
of the President and shall maintain its principal office within the Pacific North- 
west. 

“(b) It is hereby declared to be the policy of the Congress that the conservation 
and development of the water resources of the Pacific Northwest, to the extent 
that it is undertaken by the Federal Government or is subject to the control or 
regulation of the Federal Government, shall be based upon adequate and reliable 
data and shall be planned on a regional, comprehensive multiple-purpose basis 
and be prosecuted so as to attain the maximum sustained public benefit from 
such resources through their use for all beneficial purposes which may econom- 
ically be served consistently with such sustained public benefit. The plans, pro- 
grams, and activities of the Corporation and of all other Federal agencies con- 
cerned with water resources development in the Pacific Northwest shall con- 
form to this policy. It is the further policy of Congress that one of the equal 
purposes for which the Federal Government should participate in comprehensive 
multiple-purpose water resource development is the development of electric power 
as a means of increasing national productive capacity, promoting the general 
welfare, strengthening the national defense, and assisting the economic feasibility 
of navigation, flood control, and irrigation developments in the Pacific Northwest. 
In carrying out its responsibilities under this Act, the Corporation shall be guided 
by the policies and objectives of the Employment Act of 1946, as amended. 

“(c) The management of the Corporation shall be vested in a board of five 
directors (hereinafter referred to as the ‘Board’) who shall be appointed by the 
President, by and with the advice and consent of the Senate and who shall 
receive compensation at a rate of $20,000 per annum, except that the Chairman 
shall receive compensation at the rate of $20,500 per annum. A Director shall 
be appointed for a term expiring five years after the expiration date of the term 
for which his predecessor was appointed, except that the terms of office of the 
Directors first taking office after the enactment of this Act shall expire as 
designated by the President at the time of appointment, one on each of the 
first five anniversaries of such date of enactment, and a Director appointed to 
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fill a vacancy on the Board occurring prior to the expiration of the term for 
which his predecessor was appointed shall be appointed for the remainder of 
such term. Upon the expiration of his term, a Director shall continue in office 
until his successor is appointed and has qualified. The Chairman of the Board 
shall be designated by the President. 

“Vacancies in the Board so long as there be three Directors in office shall 
not impair the powers of the Board to act. Three Directors shall constitute 
a quorum to transact the business of the Board, and the vote of a majority 
of Directors present shall be sufficient to decide any issue before the Board. 
Directors shall be residents of the Pacific Northwest at the time of their ap- 
pointment and during their tenure in office, and all directors shall be per- 
sons who profess a belief in the feasibility and wisdom of this Act. The Board 
shall include a Director appointed from the residents of each of the States 
of the Pacific Northwest. No Director shall, during his tenure in office, be 
actively engaged in any other business, be an officer or employee of, or have 
a financial interest in, any public utility engaged in the business of generating, 
transmitting, distributing, or selling electric power to the public, or in any hold- 
ing company or subsidiary company of a holding company as those terms are 
defined in the Public Utility Holding Company Act of 1935, or in any other pri- 
vate firm doing business with the Corporation or having a direct financial in- 
terest in its operations. 

“The Board shall direct the exercise of all the powers of the Corporation, 
confer with the Advisory Council, attend all meetings thereof, and prepare the 
Council’s bylaws and rules, and may divide the Advisory Council into geo- 
graphical divisions. 

“The Corporation shall seek counsel, assistance, and participation of the 
people of the Pacific Northwest, particularly through representatives of State 
and local governments and other organizations, public and private, and through 
the Advisory Council. To this end the Corporation shall hold public meetings at 
least annually in each State in the Pacific Northwest at which the views of 
those interested can be presented and information concerning the Corporation’s 
policies and programs shall be made available. The Corporation also may, on 
its own motion, and upon request of the Advisory Council shall, conduct hear- 
ings on any aspect of its program or activities. The Corporation may make 
additional arrangements for such consultation and interchange of views with 
respect to the formulation and execution of its programs as it may deem 
advisable. 

“(d) The Board shall appoint a General Manager who shall be the chief 
executive officer of the Corporation and who shall discharge such of the ad- 
ministrative and executive functions of the Corporation as the Board may di- 
rect. The General Manager shall serve at the pleasure of the Board, shall 
be removable by the Board, and shall receive compensation at the rate de- 
termined by the Board, but not in excess of $20,000 per annum. 

“(e) The General Manager shall appoint, with the approval of the Board 
and without regard to the civil service laws, an Assistant General Manager, 
a Chief Engineer, and a General Council and shall fix the compensation of each, 
but not in excess of $19,000 per annum. The Assistant General Manager shall 
act in the stead of the General Manager during the latter’s absence or disability 
or in the event of a vacancy in the office of the General Manager, and shall per- 
form such other administrative or executive functions of the General Manager 
as the latter shall direct. The Assistant General Manager, Chief Engineer, 
and General Counsel shall serve at the pleasure of the General Manager and 
shall be removable by him. 

“(f) To make continuously available independent assistance and counsel re- 
flecting the needs and opinions of the people of the Pacific Northwest, there 
shall be an Advisory Council to be composed of individuals who, except for the 
representatives of Federal agencies, shall be residents of the Pacific Northwest 
who are not officers or employees of the United States. For the purpose of this 
Act, Reserve personnel of the Armed Forces not on full-time active duty and 
experts and consultants employed by the United States only occasionally shall 
not be considered to be officers or employees of the United States. Advisory 
Council members shall not be considered to be officers or employees of the 
United States by reason of such membership. The Advisory Council shall con- 
sist of (1) not more than forty members at large appointed by the Board, (2) 
one member appointed by each Member of the United States Senate and House 
of Representatives from the Pacific Northwest and by the Governor of each 
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State of the Pacific Northwest, and (3) ex officio nonvoting members represent- 
ing Federal agencies which desire representation on the Council. In its ap- 
pointments the Board shall endeavor to obtain representation of the diverse 
interests and geographical areas affected by the activities of the Corporation. 
The Advisory Council shall elect a chairman annually and shall meet at the 
call of its chairman or the Board, but not less often than once each year. The 
Council’s meetings shall be open to the public. 

“The Council may make such reviews or studies related to the program, 
policies, and activities of the Corporation as it deems appropriate and may 
advise the Board and the General Manager of its views with respect thereto. 
It may publish or otherwise publicize its findings and recommendations. The 
Corporation shall cooperate with the Council in furnishing appropriate infor- 
mation and shall furnish such facilities and personnel as the Council may rea- 
sonably require to carry out its functions. All expenses of the Council within 
maximum limitations fixed by the Board, including necessary transportation 
expenses and per diem in lieu of subsistence for Council members who are not 
Federal employees while engaged in the performance of their duties, shall be 
paid from the funds of the Corporation as current expenses.” 

Seo. 3. Section 2 of said Act, as amended, is amended by substituting the 
following for subsections (a) and (b) thereof and by redesignating the existing 
subsections (c) through (f) as subsections (d) through (g) of section 9: 

“Src. 2. (a) Except as otherwise provided herein, any Federal agency operat- 
ing power-producing facilities at any project now or hereafter constructed in 
the Pacific Northwest shall deliver the electric energy not consumed by such 
agency, or otherwise reserved by law, to the Corporation for disposition in 
accordance with the terms of this Act. Any agency constructing or operating 
any Federal water resource project in the Pacific Northwest shall, from funds 
advanced by the Corporation hereunder, install, operate, and maintain such 
machinery, equipment, and facilities for the generation of electric energy as 
the Corporation finds appropriate to carry out the purposes of this Act and as 
will not adversely affect the operation of the project for the other purposes 
for which it was authorized, and such installation is hereby authorized. The 
operating agency shall schedule the operations of the several electrical generat- 
ing units and appurtenant equipment of any such project in accordance with 
the requirements of the Corporation to the extent not inconsistent with other 
laws relating to the operation of the project. The operating agency shall, from 
funds advanced by the Corporation hereunder, provide and maintain for the 
use of the Corporation at such projects adequate station space and equipment, 
including such switches, switchboards, instruments, and dispatching facilities 
as may be required by the Corporation for proper reception, handling, and dis- 
patching of the electric power produced at the project, together with trans- 
formers and other equipment required by the Corporation for the transmission 
of energy at suitable voltage from the project to the markets to be served by 
the Corporation. The Corporation shall reimburse the Federal agency operat- 
ing and maintaining any project which is operated under this section for power 
purposes for the costs of such operation and maintenance which are allocated to 
power or are assigned for repayment out of power revenues, and upon request 
may advance to any such agency sums to cover such costs. 

“(b) The Corporation may provide to the constructing agencies, on schedules 
mutually agreed upon, funds for the capital costs of such authorized Federal 
water resource development facilities in the Pacific Northwest (whether or not 
allocable to power if such facilities are necessary for the operation of the project 
for the production of power at that or any other project) as the Corporation 
deems to be necessary or desirable to enable it to meet electric power demands 
for all uses to maintain an expanding economy or otherwise improve the general 
welfare throughout the Pacific Northwest. The agencies charged with the con- 
struction of such facilities are authorized to receive such funds and expend them 
for the purposes specified. The Corporation and the constructing agencies shall 
consult with each other and with other affected Federal, State, or local agencies 
to the fullest extent necessary to facilitate their advance planning and financing 
arrangements and to secure timely construction of such facilities in the most 
advantageous sequence and economical manner consistently with the development 
of the water resources of the Pacific Northwest for multiple purposes, including 
the improvement of navigation, control of floods, development of irrigation and 
reclamation, generation of electric power, creation of recreational opportunities, 
preservation and propagation of fish and wildlife resources, and other purposes. 
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“(e) The Corporation may construct, acquire (but not by condemnation), 
improve, operate, and maintain such thermal or nuclear powered facilities for 
the generation of electric power as may be necessary to permit the Corporation 
to carry out its functions and meet its responsibilities under this Act, including 
the best utilization of the hydroelectric power subject to its disposition. The 
construction, acquisition, or operation of such facilities shall be limited to the 
Pacific Northwest and to power facilities, facilities jointly used for power and 
one or more other purposes, and such nonpower facilities as may be necessary 
for or incidental to the generation of electric power, and except upon the express 
order of the President in time of war or national emergency, which shall have 
been included in the Corporation’s budget program approved by the Congress. 
The Corporation shall dispose of all electric power produced at such facilities 
in accordance with the terms of this Act. 

“(d) In order to encourage the widest possible use of all electric power that 
can be generated and marketed and to provide reasonable outlets therefor, to 
prevent the monopolization thereof by limited groups, and to promote the diver- 
sified economic and industrial development of the several States of the Pacific 
Northwest, the Corporation is authorized and directed to provide, construct, 
operate, maintain, and improve such electric transmission lines and substations, 
and facilities and structures appurtenant thereto, as it finds necessary, desirable, 
or appropriate to transmit electric power available to it for disposition to existing 
and potential markets, to interconnect its system with projects and power systems 
now or hereafter constructed, and to carry out its contracts or agreements for 
the transmission or interchange of electric power from non-Federal projects. 

“(e) Subject to the limitations of this Act, the Corporation may carry out 
such activities as may be necessary or appropriate for the generation, trans- 
mission, and sale of electric power, including contracting or arranging for (1) 
the purchase or exchange of electric power, (2) the use of transmission facilities, 
and (3) the purchase, exchange, sale, storage, or release of water incident to the 
generation of electric power. Such arrangements may include the exchange of 
such water or water use, electric power or the use of transmission facilities, one 
for the other. The limitations in subsection (c) of this section on the area within 
which the Corporation may construct or acquire generating facilities shall not 
apply to the purchase or exchange of electric power or to such purchase, ex- 
change, sale, storage, or release of water. Nothing in this Act shall authorize 
the Corporation to (1) acquire water for hydroelectric generation purposes by 
condemnation, (2) divert or cause the diversion of water from the Pacific North- 
west, (3) construct or condemn any hydroelectric generating facility, or (4) con- 
struct, acquire, or operate any ‘production facilities’ as that term is defined in 
the Atomic Energy Act of 1954, except pursuant to a license from the Atomic 
Energy Commission. 

“(f) The Corporation may, subject to the supervision of the Secretary of State 
or of the United States section of any international commission or agency having 
jurisdiction in the Pacific Northwest, participate in studies or surveys of the 
water or electric power resources of the Pacific Northwest and British Columbia 
and make appropriate arrangements, contracts, or agreements for coordinating 
its activities with those of appropriate United States, Canadian, or international 
agencies with respect to any utilization of water or electric power resources of 
British Columbia or the Pacific Northwest which affects the land, water, or 
electric power resources of the other country. When authorized by, and subject 
to the provisions of, any treaty or other agreement between the United States 
and Canada, the Corporation, to the extent necessary to assist it in carrying 
out the purposes of this Act, may carry out in British Columbia any activity or 
function which it is authorized to carry out in the Pacific Northwest, and may 
advance funds to any construction agency for capital costs of water resource 
development facilities (whether or not allocable to power if such facilities are 
necessary for the operation of the project for the production of power at that 
or any other project) for the purposes provided by subsection (b) of section 2 
of this Act for Federal water resource development facilities in the Pacific 
Northwest. Nothing in this Act shall affect the jurisdiction, powers, or pre- 
rogatives of any international commission or agency having responsibilities in 
the Pacific Northwest or any portion thereof, nor shall anything contained herein 
authorize the Corporation to make any arrangements with any foreign govern- 
ment, or subdivision, agency, or representative thereof, except through or with 
the approval of the Department of State. 

“(g) Subject to the provisions of this Act, the Corporation is authorized and 
directed to schedule and construct or arrange for the construction of generating 
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and transmission facilities, or to purchase and exchange electric power, so as 
to enable it to supply the net wholesale electric power needs of all distributors 
or consumers within the Pacific Northwest who desire and are willing to enter 
into contracts to purchase such power from the Corporation. In order to pro- 
mote the diversified agricultural, industrial, and economic development of the 
several States of the Pacific Northwest it is hereby declared to be the policy of 
the Government to distribute electric power equitably throughout the States of 
the Pacific Northwest so that there will be no unreasonable geographic concen- 
tration thereof. 

“‘(h) The Corporation shall prepare and submit to the President and Congress 
annually an advance program for the construction of such facilities as will per- 
mit it to meet its responsibilities under this Act for the next six years. The 
first such program shall be submitted within two years from the effective date of 
this section. In preparing such programs the Corporation shall consider pertinent 
surveys and plans of other agencies, conduct such additional investigations as 
may be necessary, and obtain the advice and assistance of appropriate Federal, 
State, and local agencies. The Corporation shall endeavor to coordinate its pro- 
grams with such programs for flood control, navigation improvement, irrigation 
development, fish and wildlife preservation and propagation, recreation develop- 
ment, pollution control, and protection and improvement of water supplies as 
shall have been developed by the agencies primarily responsible therefor. The 
advance program shall among other things set forth the nature, extent, general 
location, sequence, and timing of major projects and major transmission facilities 
recommended; the method by which such major projects are proposed to be 
undertaken, including any arrangements recommended for joint and cooperative 
action by the Corporation and other agencies; evidence that each project is 
economically sound and in the public interest including, where appropriate, 
estimates of costs and benefits over its economic service life ; the tentative alloca- 
tion of costs to various purposes to be served, to be determined as herein pro- 
vided; and the amounts to be repaid by the beneficiaries. At least sixty days 
prior to the presentation of any advance program to the President and Congress 
it shall be submitted to the Governors of the States of the Pacific Northwest, the 
Secretary of the Interior, the Secretary of the Army, and to such other Federal 
or interstate agencies as the President may designate from time to time. The 
comments submitted by the Governors or agencies shall be transmitted to the 
President and Congress with the advance program.” 

Sec. 4. Section 3 of said Act is hereby amended by adding thereto the follow- 
ing: “As employed in this Act, the term ‘Pacific Northwest’ means the area com- 
prising the States of Washington, Oregon, and Idaho, and that part of the 
State of Montana which lies west of the Continental Divide”. 

Sec. 5. The first sentence of subsection (a) of section 5 of said Act, as amended, 
is amended to read as follows: “Subject to the provisions of this Act, the Cor- 
poration shall negotiate and enter into contracts for the sale at wholesale of 
electric energy, either for resale or direct consumption, to public bodies and 
cooperatives and to private agencies and persons and for the disposition of 
electric energy to Federal agencies”. 

Sec. 6. Section 6 of said Act, as amended, is amended to read as follows: 

“Src. 6. (a) Schedules of rates for the sale of electric power shall be estab- 
lished by the Corporation from time to time, after public hearings, with a view 
to encouraging the widest possible diversified use of electric power at the lowest 
possible rates to consumers consistent with sound business principles but not 
less than those which, together with other revenues of the Corporation, will 
produce revenues at least sufficient in the aggregate to cover all costs or other 
charges to be paid out of power revenues, including (1) costs of generating, 
purchasing, and marketing of such power, (2) costs of services to be contracted 
hereunder, (3) costs allocated to purposes other than electric power but assigned 
for repayment out of power revenues, and (4) such additional amounts, if any, 
as may be required to repay all obligations issued to the Secretary of the 
Treasury within the term of such obligations or any authorized renewal 
thereof. Rate schedules may provide for uniform rates, or rates uniform through- 
out prescribed transmission areas, in order to extend the benefits of an integrated 
transmission system and encourage the equitable distribution of electric power 
to the maximum number of consumers at the lowest possible price. Rate 
schedules shall be based upon allocations of costs heretofore made pursuant 
to law and hereafter made pursuant to this Act. 

“(b) The Corporation may fix rates and charges for wheeling, storage, and 
other services authorized hereunder. 
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“(e) The Corporation shall at all times maintain complete and accurate books 
of aceount, including, with respect to the purchase, generation, transmission, and 
disposition of electric power, accounts kept in accordance with section 303 of 
the Federal Power Act, as amended, except that in lieu of depreciation account- 
ing the accounts shall reflect amortization of the Capital Account in accordance 
with the requirements of section 12 of this Act. In the maintenance of such 
accounts, appropriate obligations shall be established for annual and sick leave 
of absence as earned. 

“(d) Hereafter, allocations of costs for any multiple purpose water resource 
project, the construction or repayment of which is financed in whole or in part 
from funds of the Corporation, shall be made in accordance with this section. 
Any final allocation of cost made prior to the effective date of this Act shall re- 
main in effect unless modified in accordance with this section. 

“Except where Congress expressly authorizes allocation to other purposes, 
eosts of such water resource projects shall be allocated under this section among 
the following purposes only: (1) generation, transmission, and disposition of 
electric power; (2) reclamation; (3) domestic, municipal, or industrial water 
supply, including anticipated future demands for such purposes pursuant to the 
Water Supply Act of 1958; (4) flood control; (5) navigation; (6) preservation 
and propagation of fish and wildlife; (7) recreation development; and (8) pol- 
lution control or abatement. Costs with respect to facilities and activities serv- 
ing more than one purpose shall be allocated among such purposes so as to 
achieve an equitable sharing of the savings of multiple purpose construction. 
Costs with respect to facilities and activities serving only one purpose shall be 
allocated to that purpose. 

“Any report submitted to the Congress by the Corporation requesting authori- 
zation or appropriations or other approval for the start of construction, or major 
modification for any such project or separate division thereof, shall include a 
tentative allocation of costs prepared by the Board taking into account the ad- 
vice of each Federal agency directly affected, and such tentative cost allocation 
report shall be accompanied by such comments as any such Federal agency de- 
sires to make. When reclamation is one of the project purposes, the amount 
assigned for repayment by the water users or landowners (as distinguished 
from the amount allocated to reclamation) shall be fixed by the Secretary of the 
Interior pursuant to the Federal reclamation laws. Such tentative cost alloca- 
tion report shall be the temporary basis for allocating costs, subject to adjust- 
ment when any such subsequent tentative cost allocation report or the final cost 
allocation report becomes effective. The Corporation and the constructing and 
operating agencies shall make such adjustments as may be necessary to reflect 
the retroactive application of all such cost allocations. 

“Within one year after the substantial completion of any project or separate 
division or modification thereof, the Board, following the same procedure pro- 
vided above for the tentative cost allocation report, shall prepare a final cost 
allocation report and submit it to the President, who, if he approves, shall trans- 
mit it to the Congress. The final cost allocation report shall become effective 
upon the passage by the two Houses of a concurrent resolution stating in sub- 
stance that the Congress favors the report, or upon the expiration of a period 
of ninety calendar days of continuous session of the Congress following the 
date on which the report is transmitted to it, unless there has been passed by the 
two Houses a concurrent resolution stating in substance that the Congress does 
not favor the report. 

“When justified by changed operations or benefits of a project, final alloca- 
tions of costs may be modified in accordance with the above procedure but such 
modification shall not be applied retroactively.” 

Sec. 7. Section 7 of said Act is amended to read as follows: 

“Sec. 7. (a) Penstocks and other facilities adapted to possible future use in 
the development of hydroelectric power shall be installed in any Federal dam 
hereafter constructed in the Pacific Northwest when approved by the con- 
struction agency upon the recommendation of the Corporation. 

“(b) With respect to any project constructed by the Department of the 
Interior, the construction or repayment of which is financed in whole or in 
part by the Corporation pursuant to this Act, the Secretary of the Interior shall 
have the same authority as is conferred upon the Chief of Engineers and the 


ue of the Army by section 209 of the Flood Control Act of 1954 (68 Stat. 
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Sec. 8. Section 8 of said Act is hereby amended by striking the figure “$500” 
appearing therein and substituting therefor the following: “$2,500; or (4) in 
any instance in which authority for the Corporation to negotiate purchases 
and contracts for property or services is delegated by the General Services 
Administrator pursuant to the Federal Property and Administrative Services 
Act of 1949, as amended ;”. 

Sec. 9. (a) Subsections (a), (b) and (c) of section 9 of said Act, as amended, 
are amended to read as follows: 

“(a) The Corporation— 

“(1) shall have succession in its corporate name; may adopt, alter, and 
use a corporate seal; may sue and be sued in its corporate name; and may 
adopt, amend, and repeal bylaws, rules and regulations governing the 
manner in which its operations may be conducted and the powers vested 
in it exercised ; 

“(2) shall be held to be an inhabitant and resident, within the meaning 
of the laws of the United States relating to the venue of civil suits, of any 
judicial district in whole or in part within the Pacific Northwest, in which 
the Corporation carries on activities at the time of the commencement of 
suit. The Corporation may be sued in the district court of the United States 
for any such district without regard to the amount in controversy. Any 
proceeding brought against the Corporation in a court of any State may be 
removed by the Corporation to the district court of the United States for 
the district in which such proceeding is pending, and, to effect such removal, 
it shall not be necessary that any other party or parties defendant join in 
the petition for removal; 

“(3) may determine, settle, compromise, submit to arbitration, and pay 
any claim for not in excess of $1,000 against the Corporation or the United 
States for bodily injury, death, or damage to or loss of real or personal 
property resulting from the activities of the Corporation and which is pre- 
sented to the Corporation in writing within two years after the claim 
accrues, and for this purpose the Corporation shall have, with respect to 
claims within the scope of title 28, United States Code, chapter 171 (tort 
claims procedure), the functions assigned to the Attorney General by that 
chapter; may with respect to any such claim repair all or any part of 
damage to property in lieu of making payment therefor; may determine, 
compromise, and settle any claims of the Corporation or the United States 
against other parties or persons for any losses, injuries, or damages to 
property of the Corporation; and any determination, compromise, settle- 
ment, or payment of a claim under this subsection shall be final and con- 
clusive upon all officers of the Government ; 

“(4) may, subject to the applicable rules and practices of ‘such body, 
appear or intervene before any Federal, State, or local body in any matter 
which the Corporation believes will affect its responsibilities under this 
Act; 

“(5) may make mutual assistance or other arrangements with any public 
or private agency for using personnel, equipment, or facilities of the Corpora- 
tion, with or without reimbursement, in emergency situations involving 
the preservation of life, health, or property or the maintenance or restora- 
tion of electric power service ; 

“(6) may enter into agreements with its power customers and power 
systems interconnected with its facilities for the performance by either party 
for the other of operating and maintenance services, emergency repairs, or 
the maintenance of power facilities on a reimbursable, exchange or re- 
placement basis; 

“(7) may make such expenditures for offices, vehicles, furnishings, equip- 
ment, supplies, books, and publications; for attendance at meetings; and 
for such other facilities and services as it finds necessary for the proper 
administration of this Act; 

“(8) may accept gifts, donations, or grants of services, money, or prop- 
erty, in the interest of itself or its activities and may cooperate with public 
or private agencies in studies, surveys, research, testing, or development on 
matters affecting or affected by the Corporation’s activities ; 

“(9) shall, in cooperation or consultation with the United States Fish 
and Wildlife Service, State fish and game agencies, or other public or private 
agencies, undertake a program of research and development on means 
to minimize any adverse effect of dams, reservoirs, or other power facilities 
on the passage or propagation of fish ; 
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““(10) may conduct such studies, research, and development on any means 
of generation, transmission, or use of low cost electric energy, or as may 
otherwise be necessary or useful to it in carrying out the purpose of this 
Act; 

“(11) may obtain services as authorized by section 15 of the Act of August 
2, 1946 (5 U.S.C. 55a), at rates not to exceed $100 per diem for individuals; 

“(12) may employ retired commissioned officers of the Armed Forces of 
the United States and compensate them at the rate established for the 
positions occupied by them within the Corporation, subject only to the lim- 
itations in pay set forth in section 212 of the Act of June 30, 1932, as 
amended (5 U.S.C. 59a) ; 

“(13) may, where such facilities are not otherwise reasonably available, 
provide by contract or otherwise for cafeterias and other necessary facilities 
for the welfare of its employees at its installations and furnish and maintain 
equipment therefor ; 

“(14) may conduct any of its activities through or in cooperation with 
Federal agencies or instrumentalities, States, counties, municipalities, coop- 
eratives, individuals, educational or scientific institutions, or other bodies 
or agencies, public or private, and may use or advance its funds in carrying 
out such activities; Federal agencies and instrumentalities are hereby au- 
thorized to participate in or carry out such activities on terms mutually 
agreeable to the agency involved and the Corporation: Provided, That before 
entering into any agreement for the construction or operation of any electric 
power generating facility by a non-Federal agency, the Corporation shall 
make a finding that the agreement is in the public interest, shall give 
notice thereof to its customers, and upon request by parties affected, shall 
conduct public hearings thereon ; 

“(15) may, in accordance with such regulations as it may prescribe and 
to the extent it determines to be fair and reasonable, but not to exceed 
25 per centum of the fair value, as determined by the Corporation, of the 
land interest acquired, reimburse owners and tenants of land who are re- 
quired to move because of the acquisition of such lands or any interest there- 
in by the Corporation, for actual expenses, losses, and damages incurred 
by them as a result of such moves ; and 

“(16) shall annually file with the President and the Congress a financial 
statement and a complete report as to the business of the Corporation 
covering the preceding governmental fiscal year. 

“(b) Section 101 of the Government Corporation Control Act is hereby 
amended by inserting after ‘Saint Lawrence Seaway Development Corporation ;’ 
the following: ‘Bonneville Power Corporation ;’. 

“(e) Subject to security regulations, any Federal agency or instrumentality 
having information pertinent to the functions of the Corporation shall make such 
information available to the Corporation.” 

(b) The subsection herein redesignated as subsection (d) of section 9 of 
said Act is amended by inserting the word “exchange,” after the word “lease”. 
The subsection herein redesignated as subsection (f) of section 9 of said Act 
is amended by inserting the word “exchange,” after the word “lease” and by 
deleting the proviso. 

Sec. 10. Section 10 of said Act, as amended, is amended to read as follows: 

“Sec. 10. (a) The Corporation shall appoint, subject to the civil service laws, 
such officers, employees, attorneys, and agents as may be necessary to carry out 
the functions of the Corporation, the appointment of whom is not otherwise 
provided for, define their duties, and fix their compensation in accordance with 
the Classification Act of 1949, as amended. Subject to the standards and pro- 
cedures of section 505 of the Classification Act of 1949, as amended, the Cor- 
poration is authorized to place not to exceed ten positions in grades 16, 17, or 
18 of the General Schedule established by such Act in addition to the number 
of positions (including positions transferred to the Corporation pursuant to this 
Act) authorized to be placed in such grades by such section 505. The Corpora- 
tion may employ laborers, mechanics, and workmen in accordance with the civil 
service laws and may fix their compensation without regard to the Classification 
Act of 1949, as amended, or any other laws, rules, or regulations relating to the 
payment of employees of the United States except the Civil Service Retirement 
Act, to the extent that it otherwise is applicable. Subject to the provisions of this 
Act, the Corporation may deal collectively with its employees through repre- 
sentatives of their own choosing and may enter into written or oral agreements 
with such employee representatives. The Corporation may employ physicians, 
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under agreement and without regard to the civil service laws or regulations, 
to make physical examinations of employees or prospective employees who are, 
or may become, laborers, mechanics, or workmen. The Corporation may require 
bonds of such of its officers, employees, attorneys, and agents as it deems ap- 
propriate, the premiums for which shall be paid by the Corporation. The 
Corporation may accept and utilize such voluntary and uncompensated services 
and with the consent of the agency concerned, with or without reimbursement, 
may utilize such officers, employees, or equipment of any agency of the Federal, 
State, or local governments as it finds helpful in carrying out the purposes of 
this Act. In connection with the utilization of such survices, reasonable pay- 
ments may be allowed for necessary travel and other expenses. 

“(b) In the employment, selection, classification, and promotion of officers and 
employees of the Corporation, no political test or qualification shall be permitted 
or given consideration, but all such employments and promotions shall be given 
and made on the basis of merit and efficiency. It shall be unlawful to make or 
assist in the making of or cause to be made any employment, selection, classi- 
fication, or promotion of any officer or employee of the Corporation on the basis 
of or because of any political qualification or test. Any employee of the Cor- 
poration who is found to be guilty of a violation of this subsection shall be 
removed by the Board. 

“(c) The benefits of the Federal Employees’ Compensation Act (39 Stat. 743), 
as amended, shall extend to persons given employment pursuant to subsection 
(a) of this section; and the right to benefits under such Act, as amended, shall 
be exclusive and in place of any and all other liability of the Corporation and 
the United States to pay damages or workmen’s compensation to such persons, 
or to the dependents, next of kin, or legal representatives of such persons, or 
to any person otherwise entitled to recover damages, on account of injury or 
death within the purview of such Act. 

“(d) (1) All laboreres and mechanics employed by contractors or subcon- 
tractors in the porformance of work within the United States financed in whole 
or in part with Federal funds under the provisions of this Act, pursuant to 
contracts in excess of $2,000 for the construction, alteration, or repair of build- 
ings, dams, locks, or other structures or facilities, shall be paid wages at rates 
not less than those prevailing on similar work in the locality as determined by 
the Secretary of Labor in accordance with the Davis-Bacon Act, as amended 
(40 U.S.C. 276a-276a-5), and every such employee shall receive compensation 
at a rate not less than one and one-half times his basic rate of pay for all hours 
worked in any workweek in excess of eight hours in any workday or forty hours 
in the workweek, as the case may be. The Corporation shall not make any 
payment of Federal funds without first obtaining adequate assurance that these 
labor standards will be maintained. 

“(2) The Secretary of Labor shall have, with respect to the labor standards 
specified in paragraph (1) of this subsection, the authority and functions set 
_ forth in Reorganization Plan Numbered 14 of 1950 (15 F.R. 3176, 64 Stat. 1267, 
5 U.S.C. 133z-15), and section 2 of the Act of June 18, 1984, as amended (48 
Stat. 948, as amended, 40 U.S.C. 276c). 

“(e) The Corporation shall contribute to the civil service retirement and 
disability fund, on the basis of annual billings as determined by the Civil Serv- 
ice Commission, for that part of the Government’s share of the cost, which is 
not covered by the Corporation’s contribution under section 4(a) of the Civil 
Service Retirement Act, of the civil service retirement system applicable to the 
Corporation’s employees and their beneficiaries. The Corporation shall also 
contribute to the employee’s compensation fund, on the basis of annual billings 
as determined by the Secretary of Labor, for the benefit payments made from 
such fund on account of the Corporation’s employees. The annual billings shall 
also include a statement of a fair portion of the cost of the administration of 
the respective funds, which shall be paid by the Corporation into the Treasury 
as miscellaneous receipts.” 

Sec. 11. Section 11 of said Act, as amended, is amended to read as follows: 

“Sec. 11. (a) To carry out the functions authorized by this Act, there shall 
be established in the Treasury of the United States a Bonneville Power Corpo- 
ration Operating Fund (hereinafter referred to as the ‘Operating Fund’). The 
Operating Fund shall consist of the funds transferred to the Corporation in 
accordance with subsection 12(c) of this Act, funds credited to the Operating 
Fund under subsection (c) of this section, all appropriations made to the Cor- 
poration as authorized by subsection (e) of this section, and all cash receipts 
of the Corporation. 
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“(b) Expenditures from the Operating Fund may be made for any purposes 
necessary or appropriate to carry out the purposes of this Act, including, but 
not limited to— 

“(1) the payment of administrative expenses of the Corporation; 

“(2) the expenses of operating and maintaining the Corporation’s prop- 
erties, and reimbursements and advances for operation and maintenance 
expenses pursuant to section 2 of this Act to agencies supplying power to 
it; 

“(3) payments for the operation or rental of other facilities or for the 
purchase of power or water ; 

“(4) capital costs of expanding the Corporation’s power system, includ- 
ing funds advanced to other agencies pursuant to section 2 of this Act, and 
costs of acquisition, construction, improvement, and replacement of equip- 
ment, facilities, or other properties as authorized in this Act; 

“(5) interest and principal on all obligations issued under subsection (c) 
of this section ; 

“(6) all interest and principal payments required for the service and 
retirement of the Capital Account; and 

“(7) to provide reserves in such amount and manner as the Corporation 
may deem necessary and appropriate. 

All funds advanced by the Corporation which are not utilized for the purpose 
or purposes for which advanced shall be returned to the Corporation. Moneys 
in the Operating Fund derived from appropriations shall be used only for the 
purposes for which such funds are appropriated. 

“(e) In order to effectuate the purposes of this Act, the Corporation may from 
time to time issue to the Secretary of the Treasury negotiable interest-bearing 
obligations, secured by a pledge of its revenues to the extent required for the 
payment of the interest on and principal of such obligations and redeemable at 
the option of the Corporation before maturity in such manner as may be 
stipulated in such obligations, subject to the following conditions: 

“(1) Each issue of such obligations, together with all issues renewing 
or refunding such issue, shall mature in not to exceed fifty years from the 
date of initial issuance, and provision shall be made, by serial maturities, 
sinking fund payments, or otherwise, for the complete amortization and 
retirement of each issue of such obligations within a period of fifty years 
from date of initial issuance. 

“(2) The amount of any such issue added to the outstanding long-term 
obligations of the Corporation, not including the Capital Account, shall not 
exceed $1,100,000,000. 

““(3) As soon as practicable after the Corporation considers it probable 
that additional obligations must be issued, but not less than ninety days 
preceding the approximate proposed date of issue of such obligations, it 
shall consult with the Secretary of the Treasury, or such officer as he may 
designate, regarding the probable terms and arrangements pertaining to 
such obligations. If after such preliminary consultation the Corporation 
decides to proceed with the issuance of such obligations, it shall so inform 
the Secretary of the Treasury, who shall set the exact terms and date of the 
issue: Provided, That the determination of the Corporation regarding the 
need for and the approximate timing of any proposed issue shall be final. 
The rate of interest in each fiscal year on such obligations shall be equal to 
the computed average interest rate payable by the Treasury upon its total 
marketable public obligations as of the beginning of said fiscal year. The 
Secretary of the Treasury is authorized and directed to purchase any ob- 
ligations of the Corporation issued hereunder if he is satisfied that it ap- 
pears reasonably probable that all installments of principal and interest on 
such obligations will be met from revenues of the Corporation. For the 
purposes of this subsection the Secretary of the Treasury is authorized to 
use as a public debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under said Act are extended to include any 
purchases of the Corporation’s obligations hereunder. All sums loaned to 
the Corporation in accordance with this subsection shall be credited to the 
Operating Fund upon the date of issuance of the obligations purchased by 
the Secretary of the Treasury. 
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“(d) The Corporation shall at all times keep the Secretary of the Treasury 
informed concerning its fiscal operations and status and, not less than once each 
year, shall transmit to him a report containing an estimate of its capital require- 
ments for the ensuing six years, its earnings and expenses during the same 
period, and such supplemental information as it deems necessary and appropri- 
ate or as he may request. 

“(e) Appropriations to carry out any of the purposes of this Act are hereby 
authorized. 

“(f) At the start of the first regular session of Congress following the eighth 
anniversary of the effective date of this Act, the Corporation shall submit to 
the President and the Congress a report on the operation of the financing 
method herein provided and its recommendation concerning the permanent 
method of financing to be provided for the Corporation, based upon its experience 
to that time and such additional investigations as it may find necessary or 
useful.” 

Sec. 12. Section 12 of said Act, as amended, is amended to read as follows: 

“Sec. 12. (a) The properties, facilities, contracts, accounts receivable, and 
miscellaneous and other assets of the Bonneville Power Administration are 
hereby transferred to the Corporation, and such transfer shall be carried out 
by the Secretary of the Interior at the earliest feasible time after the effective 
date of this Act. The Secretary of the Interior also shall transfer to the Cor- 
poration such properties, facilities, contracts, accounts receivable, and other 
assets of the Bureau of Reclamation and other offices of the Department of the 
Interior as he determines are connected with the activities transferred to the 
Corporation and deems appropriate to carry out the purposes of this Act. 

“(b) Employees of the Bonneville Power Administration, and such other em- 
ployees of the Department of the Interior as the Secretary of the Interior and 
the Corporation shall determine are connected with the activities transferred 
to the Corporation and shall designate, shall, at the time of transfer pursuant 
to this section, become employees of the Corporation. 

“(c) In connection with the transfers pursuant to subsections (a) and (b) 
of this section, the unexpended balances of funds appropriated or otherwise 
made available for the Bonneville Power Administration, of any balance in the 
special fund receipt account into which revenue from the sale of electric pow- 
er by. the Bonneville Power Administrator is payable pursuant to Executive 
Order Numbered 8526, dated August 26, 1940, and such funds appropriated or 
otherwise available to the Bureau of Reclamation or other offices as the Director 
of the Bureau of the Budget determines are connected with the facilities, activi- 
ties and personnel transferred to the Corporation, shall be transferred to the 
Corporation. All funds transferred hereunder shall be available for expendi- 
ture and shall be expended in the same manner and to the same extent as all 
other funds of the Corporation, except that they shall be expended by the 
Corporation subject to such limitations as may be prescribed by any applicable 
appropriation Act during such period as may elapse between their transfer and 
the approval by the Congress of the first subsequent annual budget program of 
the Corporation. 

“(d) The Corporation shall assume all of the obligations and liabilities of 
the United States pertaining to any properties and contracts transferred to the 
Corporation, except that in the sale or disposition of power from any generating 
unit completed after the effective date of this Act the Corporation shall not be 
bound by the provision of any contract which purports to restrict sales for in- 
dustrial purposes in any manner not expressly provided for by this Act. 

“(e) There is hereby authorized to be established in the Treasury of the 
United States a Bonneville Power Corporation Capital Account (hereinafter 
referred to as the ‘Capital Account’). The Capital Account shall be charged 
with (1) the unrepaid balance of the Federal investment in the assets trans- 
ferred to the Corporation pursuant to subsections (a) and (c) of this section 
(in the event of a disagreement over the amount of such balance, the matter 
shall be referred to the Comptroller General of the United States whose de- 
cision shall be final), (2) all appropriated funds subsequently received by the 
Corporation and not expressly excepted by the Congress from inclusion in the 
Capital Account, and (3) all other unrepaid capital costs assigned for return 
from revenues from the disposition of power marketed by the Corporation and 
not contributed by the Corporation. 

“(f) As of the close of each fiscal year the Corporation shall cover into the 
Treasury to the credit of miscellaneous receipts interest on the unrepaid bal- 
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cance of the Capital Account, after deducting the unrepaid balance of all capital 


costs allocated to purposes other than power including those assigned for re- 
payment out of power revenues, at a rate equal to the computed average interest 
rate payable by the Treasury upon its total marketable public obligations as of 
the beginning of said fiscal year. 

“(g) The Corporation, from the Operating Fund, shall cover the principal 
of the Capital Account into the Treasury pursuant to the following schedules: 
(1) as to the unrepaid balance of the Federal investment in the assets trans- 
ferred pursuant to subsections (a) and (c) of this section, over a period of 
fifty years from the effective date of this Act, (2) as to appropriated funds sub- 
sequently received by the Corporation, over a period of fifty years from the date 
of completion of each generating unit or other feature constructed therewith, 
(3) as to unrepaid capital costs of projects allocated to power and not con- 
tributed by the Corporation, over a period of fifty years from the effective date 
of the Act or from the date of completion of each generating unit or feature, 
whichever is later, and from (4) as to unrepaid capital costs of projects allocated 
to purposes other than power but assigned for repayment out of power revenues, 
over such period as may be provided by law. The principal of all charges in 
the Capital Account of the types specified in subdivisions (1), (3), and (4) 
of this subsection shall be credited with all funds advanced by the Corpora- 
tion pursuant to subsections (b) and (f) of section 2 of this Act which are 
allocable to purposes other than power and are not assigned for return from 
power revenues. Interest paid by the Corporation on any obligations which it 
issues to provide funds for such advances shall be credited in the same manner. 
Appropriate adjustment in the charges and credits to the Capital Account shall 
be made to reflect retroactively any changes made by, and to conform with, 
each final cost allocation and prospectively any subsequent modification thereof. 
The Secretary of the Treasury shall credit all payments and credits provided 
for in this subsection to the Reclamation Fund, miscellaneous receipts, or other 
fund as may be provided by law. 

“(h) Unless or until a system of capital accounting has been established in 
the Treasury of the United States, in any accounting computation involving the 
total of the national debt such total as otherwise computed shall be reduced by 
the sum of the Capital Account and the total of the outstanding obligations of 
the Corporation held by the Secretary of the Treasury.” 

Sec. 13. Said Act, as amended, is hereby further amended by adding thereto 
the following new sections: 

“Sec. 14. The consent of Congress is hereby given to the States of Idaho, 
Montana, Oregon, and Washington to negotiate a compact providing in whole 
or in part for the assumption of the functions, duties, and powers of the Cor- 
poration upon condition that one qualified person shall be appointed by the 
President who shall participate in said negotiations as the representative of 
the United States and shall make report to the Congress of the proceedings and 
of any compact agreed upon. Any such compact shall not be binding or obliga- 
tory upon any of the parties thereto unless and until the same shall have been 
ratified by the legislature of each of the four States and thereafter consented 
to by the Congress. 

“Sec. 15. (a) Except as expressly provided in this subsection, nothing in 
this Act shall affect, enlarge, impair, diminish, or subordinate the rights, pow- 
ers, or authority of the United States or of any State to appropriate, use, divert, 
or store, or to control the appropriation, use, diversion, or storage of water for 
beneficial consumptive purposes, or modify or repeal any provisions of any exist- 
ing Act of Congress requiring that rights of the United States or its licensees 
or permittees to the use of water be acquired pursuant to State law. The use of 
water for navigation, in connection with the operation and maintenance of any 
works the construction or repayment of which is financed in whole or in part 
by the Corporation pursuant to this Act, shall be only such use as does not 
conflict with any present or future beneficial consumptive use in the Pacific 
Northwest, or in any portion of the affected watershed lying outside of the 
Pacific Northwest, of such water for domestic, municipal, stock water, irriga- 
tion, mining, or industrial purposes. 

“(b) Nothing in this Act shall alter, repeal, or supersede the provisions 
of any interstate compact pertaining to water resources of the Pacific North- 
west heretofore consented to by the Congress or the provisions of any Act of 
Congress consenting to or approving any such compact. 





14 BONNEVILLE POWER CORPORATION 


“(c) All provisions of other Acts authorizing or directing any Federal agency 
or official to enter into contracts or otherwise sell or dispose of electric power ani 
energy not required for project uses from any Federal project located in the 
Pacific Northwest are modified to the extent necessary to comply with the pro- 
visions of this Act: Provided, That nothing in this Act shall change, with respect 
to any project, the requirements of any existing Act with respect to (1) the 
periods established for the repayment of costs of such project allocated to pur- 
poses other than power, (2) the use of power revenues for repayment of any 
portion of the costs of such project allocated to purposes other than power, (3) 
the rate of interest to be charged with respect to the repayment of any of the 
costs of such project allocated to purposes other than power or the application to 
be made of the interest component of the power rates, (4) any reservation of 
power or energy for use for specific project or nonproject purposes or for use in 
any State or area, or (5) any special rates, or special factors affecting rates, 
with respect to any power or energy required to be so reserved. 

“(d) The Bonneville project authorized by section 1 of the Act of August 30, 
1935 (49 Stat. 1028), shall continue to be operated and maintained under the 
direction of the Secretary of the Army and the supervision of the Chief of 
Engineers subject to the provisions of this Act. 

“Sec. 16. This Act may be cited as the ‘Bonneville Power Corporation Act’.” 

Sec. 14. Said Act, as amended, is hereby further amended by striking the word 
“Administrator” wherever it appears therein and substituting therefor the 
word “Corporation” and by striking the pronouns “he” or “his” wherever they 
appear therein with reference to the Administrator and substituting therefor 
the pronouns “it” or “its” respectively. 

Sec. 15. Effective on the effective date of the amendments made by this Act— 

(a) section 5 of the Act of December 22, 1944 (Public, Numbered 534, 
Seventy-eighth Congress, second session), shall not apply to projects located 
in the Pacific Northwest ; 

(b) the two proviso clauses set forth in that portion of section 2 of the 
River and Harbor Act approved March 2, 1945 (Public, Numbered 14, 
Seventy-ninth Congress, first session), authorizing projects on the Snake 
River, Oregon, Washington, and Idaho, in accordance with House Document 
704, Seventy-sixth Congress, and the first two proviso clauses of that portion 
of said section 2 of said Act authorizing the construction of the Umatilla 
‘(McNary) Dam, Oregon and Washington, are repealed ; 

(ec) section 6 of the Act of July 27, 1954 (Public Numbered 544, Highty- 
third Congress, second session), is amended by changing the terms ‘“Bonne- 
ville Power Administrator” and “Secretary of the Interior” to “Bonneville 
Power Corpozation” and by changing “Bonneville Project Act” to “Bonneville 
Power Corporation Act”. 

Sec. 16. The amendments made by this Act shall be effective on such date, 
not more than six months after the date of enactment of this Act, as may be 
designated by the President, except that effective on such date of enactment 
and in accordance with such amendments (1) the members of the Board may be 
appointed, and (2) such other officers and employees may be appointed and such 
expenditures made as may be necessary prior to the effective date of such 
amendments to organize the Corporation and prepare for the transfer of functions 
and activities authorized herein. The President is authorized to make available 
such funds appropriated to the Bonneville Power Administration as may be 
necessary to defray the costs of such activities until the effective date of such 
amendments. Prior to such effective date the Secretary of the Interior may 
authorize officers and employees of the Department of the Interior to perform 
functions requested by the Corporation, in addition to their functions for the 
Department of the Interior. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 16, 1959. 

Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

Dear SENATOR CHAVEZ: This responds to your request for the views of this 
Department on S. 1927, a bill to amend the Bonneville Project Act in order to 
establish the Bonneville Power Corporation. 
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The bill, which could be cited, if enacted, as the Bonneville Reorganization 
Act of 1959, would establish a Government corporation to be known as the 
Bonneville Power Corporation, which would be subject to the requirements of 
the Government Corporation Control Act. It would be operated under the direc- 
tion and supervision of the President and its management would be vested in 
a board of five directors to be appointed by the President, by and with the con- 
sent of the Senate. The chief executive officer of the Corporation would be the 
jyeneral Manager, who would be appointed by the Board of Directors. All prop- 
erties, assets, and functions of the Bonneville Power Administration would be 
transferred to the Corporation. 

The Corporation’s prime function would be the marketing of electric power 
produced at Federal projects in the Pacific Northwest, an area which, under 
the terms of the bill, would embrace the States of Idaho, Oregon, and Wash- 
ington, and that part of the State of Montana lying west of the Continental 
Divide. In order to carry out this function, all electric power produced at such 
Federal projects not used by the agency operating the project or otherwise 
reserved by law would be required to be delivered to the Corporation for dis- 
position. In addition, the Corporation could direct and finance the construc- 
tion of additional hydroelectric power generating facilities in order to augment 
the amount of electric power produced at existing projects. While the Corpora- 
tion would not have authority to construct its own hydroelectric generating 
facilities, it would be empowered to construct, improve, operate, and maintain 
thermal or nuclear powered facilities to generate electric energy. The Corpora- 
tion would be authorized and directed to provide, construct, improve, operate, 
and maintain such electric transmission lines and substations, and facilities 
and structures appurtenant thereto, as it shall find to be necessary, desirable, 
or appropriate, and to contract or arrange for the purchase or exchange of elec- 
tric energy, the use of transmission facilities, and the purchase, exchange, sale, 
storage, or release of water incident to the generation of electric energy. 

The provisions of section 2(g) of the bill would impose upon the Corporation 
a public utility responsibility to schedule and construct, or arrange for the con- 
struction of, generating and transmission facilities and to purchase and exchange 
electric energy so as to be able to supply the net wholesale power needs of dis- 
tributors or consumers within the Pacific Northwest who would desire to purchase 
power from it. In addition, that section would alter the existing provisions of 
law governing the disposition of power from projects to which the Bonneville 
Project Act applies by requiring the Corporation to distribute electric power 
“equitably throughout the States of the Pacific Northwest so that there will 
be no unreasonable geographical concentration thereof” with the objective 
of promoting the diversified agricultural, industrial, and economic development 
of the area. 

The Corporation would be required to prepare and submit to the President 
and the Congress annually advance programs for the succeeding 6 years for 
the construction of necessary facilities to permit it to meet its responsibilities 
under the bill, after having consulted with appropriate Federal, State, and local 
agencies with a view to coordinating its program with the water resources de- 
velopment programs of other agencies, and after having given the Governors 
of the States of the Pacific Northwest and the interested Federal agencies an 
opportunity to review and comment thereon. 

Section 6 of the bill would vest in the Corporation the sole authority to establish 
rates for the sale of electric energy, and rates and charges for wheeling, storage, 
and other authorized services. The section sets forth the basis for the alloca- 
tion of costs with respect to any Federal project which is financed, in whole 
or in part, with funds from the Corporation. Reports made to the Congress 
by the Corporation requesting authorization, appropriations, or other approval 
of construction or modification of projects would include tentative cost alloca- 
tions made by the Board, and would accompanied by any comments with respect 
to such tentative cost allocations as the affected agencies would wish to make. 
We note that the bill provides, with respect to projects involving reclamation 
as a project purpose, that the Secretary of the Interior would have authority 
to fix the amount to be repaid by the water users or landowners pursuant to 
the Federal reclamation laws. 

The Corporation would be able to issue negotiable bonds, secured by a pledge 
of its revenues, maturing not more than 50 years from the date of issue, and 
carrying an interest rate equal to the average rate of interest payable on all 
Government obligations outstanding as of the beginning of the fiscal year in 
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which any such bonds are issued. The Secretary of the Treasury would be 
required to purchase such bonds if he should be satisfied that it is reasonably 
probable all installments of principal and interest thereon could be met. The 
total amount of such bonds outstanding at any one time, together with any 
other long-term obligations of the Corporation, could not exceed $1.1 billion. 
The proceeds from the issuance of bonds, all revenues, cash receipts, appropri- 
ations, and other funds available to the Corporation under the provisions of 
the bill would be credited to the Bonneville Power Corporation operating fund 
from which all activities of the Corporation would be financed. 

In addition to the above, the bill contains provisions which would permit the 
Corporation, under appropriate supervision and authority, to participate in 
studies of the water and electric power resources of the Pacific Northwest and 
British Columbia; to make arrangements to assure the coordination of its 
activities with those of Federal, Canadian, and international agencies with re- 
spect to the utilization of water or electric power resources within British 
Columbia or the Pacific Northwest which affects the land, water, or electric 
power resources of the other; and to carry out in British Columbia any activity 
or function which it is authorized to carry out in the Pacific Northwest and 
to advance funds therefor. The bill would also— 

1. Authorize making provision for future power development in dams 
constructed in the Pacific Northwest ; 

2. Convey the same authority to the Secretary of the Interior to con- 
struct, operate, and maintain public recreation facilities at any reservoir 
constructed by the Department of the Interior which is financed in whole 
or in part by the Corporation as is conferred on the Chief of Engineers 
and the Secretary of the Army by section 209 of the Flood Control Act of 
1954 ; 

3. Require the Corporation to undertake a research program on means 
to minimize any adverse effects of dams, reservoirs, or other power facili- 
ties on the passage or propagation of fish ; 

4. Grant the consent of Congress to the States of Idaho, Montana, Oregon, 
and Washington to negotiate a compact providing in whole or in part for 
the assumption of the functions, duties, and powers of the Corporation ; 

5. Disclaim any intent to affect or impair, by the provisions of the bill, 
the rights of the United States or of any State to appropriate, use, direct, or 
store water for beneficial consumptive uses, except that navigational uses 
would be made subordinate to beneficial consumptive uses; and 

6. Provide for the transfer of personnel and functions from the Bonneville 
Power Administration to the Corporation. 

The undertaking of programs to conserve and develop on a multiple-purpose 
basis the water resources of the Pacific Northwest area is undoubtedly in the 
public interest and of importance to the strength and prosperity of both the 
region and the Nation. We in the Department of the Interior are directly 
concerned with programs to achieve these purposes and we recognize that they 
ean be realized only with complete understanding and cooperation between the 
United States and the people of the area working through their State and 
local governmental agencies and local groups. 

Likewise we are entirely in accord with the general principle that the people 
of an area should have a voice in, and should be encouraged to accept a reason- 
able share of the responsibility for, the development and administration of the 
natural resources of the area. 

We believe it is appropriate that the Congress should consider the views of 
the local people, along with other factors of national policy, in determining the 
role to be assigned to the Federal Government in resource development and the 
organizational form through which the Federal authority should be exercised. 
Thus, in the consideration of the provisions of S. 1927, the Congress, in addition 
to determining its propriety from the Federal point of view, may wish to deter- 
mine whether the proposed Bonneville Power Corporation is the type of agency 
through which the people of the States of the Pacific Northwest would want 
to develop and market federally produced electric power in that region. Cer- 
tain provisions of the bill present radical departures from policies applicable 
generally through other areas of the Nation which govern the activities of 
Federal agencies having responsibilities in the field of water resources develop- 
ment. These differences ought to be resolved by the Congress in a manner which 
will take cognizance of both the national interest and the clearly demonstrated 
will of the local people. 
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Prior to taking action on S. 1927, there will be a need for the Congress to con- 
sider, among others, the following problems which are suggested by some of the 
provisions of the bill: 

1. The proposed method of financing the Corporation’s activities would make 
the resources of the Federal Treasury available to support the development of 
power and related water resources development projects in the Pacific Northwest 
without regard to other needs for available Federal funds in this area or in 
other regions of the United States, including needs for national security. On the 
other hand, we note the basically regionai character of the proposed Corporation. 
The bill would provide, for example, that the activities of the Corporation be 
directed to the development of the resources and power-producing potential of 
the four designated States, that the directors of the Corporation must be residents 
of the area, with at least one from each of the four States, and that the Advisory 
Council would be made up primarily of persons of the area, with a view to pro- 
moting the interests of the region. Furthermore, the bill sets forth certain basic 
policies which would apply to the Corporation’s activities without regard to their 
consistency with policies generally applicable to Federal water resources devel- 
opment programs. Congress might well weigh the advisability of requiring the 
people of the region, if they should desire the formation of a power corporation 
generally along such lines, to provide for its financial support. 

If this type of organization is to be superimposed upon the existing structure 
of Federal agencies having responsibilities in the water resources development 
field, it would seem to us that, to be consonant with the regional character of 
the proposed corporation, it ought to look to the people of the area for funds 
to support its activities. One way in which this could be achieved is by a require- 
ment that the Corporation finance its operations, to the extent it would need 
to incur any indebtedness, by public sale of bonds rather than by a requirement 
that they be purchased by the Secretary of the Treasury. 

2. Another phase of the proposal which the Congress ought to consider is the 
provision of section 2(g) which would impose upon the Corporation a public 
utlity responsibility. The present Federal investment in power facilities and 
that which is being made in projects under construction in the Pacific Northwest 
certainly demonstrate the important position of Federal power production in the 
area’s total energy supply. If the Congress were to enact legislation along the 
lines of S. 1927 to create a Federal Corporation having a public utility respon- 
sibility and having authority to finance its activities by issuing its bonds to the 
Federal Treasury, at the average rate of interest paid on Government obligations, 
the result could well be to deter future non-Federal development of power supply 
sources. If this were to happen, the region would become largely dependent 
upon power from Federal facilities. We believe the Congress ought to decide, in 
connection with the proposal, whether the power needs of the area should not 
be met from both federally and nonfederally financed and managed power produc- 
tion facilities and whether the bill adequately will provide for the pattern of de- 
velopment the Congress believes the area ought to have. 

38. Somewhat related to this problem is that which stems from the provisions 
of the bill which would authorize the Corporation to make funds available to 
agencies constructing and operating water resources development projects to 
install such power producing facilities as the Corporation shall consider appro- 
priate. Full conservation and utilization of the region’s river system require 
comprehensive development in relation to the needs of irrigation, municipal 
water supply, flood control, fish and wildlife, navigation, commerce, recreation, 
and other uses in addition to power. An undue emphasis on any one need could 
result in unbalanced development. 

It should be mentioned, in this connection, that the bill might be considered 
by some groups to be detrimental to upstream interests to the extent that avail- 
able water supplies would be devoted to power purposes thereby placing in 
jeopardy future irrigation and other water supply developments, and that up- 
stream lands would be used for reservoir purposes to furnish additional power 
to the coastal areas thereby taking those lands off the local tax rolls. We believe 
these problems should be solved in a manner which would equitably consider the 
needs of all interested groups in the region. 

The Congress ought to make certain that, in any legislative proposal for the 
creation of an agency with the powers and authorities which would be vested 
in the Bonneville Power Corporation, adequate provision is made to assure bal- 
anced, comprehensive development of the water resources of the region. 
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4. While the bill would leave intact the preference provisions of section 4 of 
the Bonneville Project Act, it would require the corporation to make an “equit- 
able distribution” of the power which it markets among the four States of the 
Pacific Northwest area in order to prevent an “unreasonable geographic con- 
centration” of federally produced power. Presumably traditional preference 
provisions applicable to the distribution of surplus Federal power found in 
section 4 of the Bonneville Project Act would apply to the distribution of power 
within each State. 

The enactment of this provision would involve a major change in a policy 
that has been endorsed over a period of many years by the Congress, with few 
exceptions having been made. Also involved are differences between States and 
local groups regarding realization of benefits from federally produced power. 

The above discussion is intended to point out some of the aspects of the pro. 
posal which, in our opinion, pose important questions of legislative policy which 
in the final analysis only the Congress can decide. Other provisions of the bill 
raise questions, in addition, concerning the grant of additional authority to the 
Secretary of the Interior to make provision for recreation facilities at projects 
under his jurisdiction which would be financed in whole or in part by the Cor- 
poration, the relationship of the proposed Corporation to other Government 
agencies having responsibilities in connection with water and power develop- 
ments, and the making of allocations of costs. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., July 16, 1959. 


Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHArRMAN: This is in reply to your request for the views of 
the Bureau of the Budget on S. 1927, a bill to amend the Bonneville Project Act 


in order to establish the Bonneville Power Corporation. 

The bill’s stated purpose is to facilitate the orderly development of the elec- 
tric power aspects of the water resources of the Pacific Northwest on a self- 
sustaining, business-like basis to provide for administering such development 
from centers close to the people directly affected, and to provide greater partici- 
pation by the people of the region in the formulation and administration of such 
development. To accomplish this, the bill would create a corporate organization 
of the United States to be known as the Bonneville Power Corporation. 

The management of the Corporation, under the bill, would consist of five 
Directors appointed by the President, with the Chairman designated by the 
President. An Advisory Council would be created to assist and counsel the 
Board, and the Board would appoint a General Manager as the Chief Executive 
Officer of the Corporation. 

The Corporation would be authorized (1) to finance the construction and 
operation of hydroelectric power generating facilities by any agency which now 
constructs or operates Federal water resources projects in the Pacific Northwest, 
(2) to construct and operate thermal or nuclear power generating facilities, and 
(3) to provide transmission facilities and contract for the purchase or exchange 
of electric power. The legislation would vest in the Corporation a utility re- 
sponsibility to supply the net wholesale power needs of all consumers in the 
Pacific Northwest. 

The Corporation would be authorized to use revenues, to receive appropria- 
tions, and to issue to the Secretary of the Treasury negotiable interest-bearing 
obligations of the Corporation. These obligations, the total amount of which 
could not exceed $1.1 billion, would be secured by revenues and would mature in 
not to exceed 50 years from the date of issue. The Corporation, subject to the 
Government Corporation Control Act, would submit an annual budget program. 
It would also submit annually to the President and the Congress an advance 
construction program, coordinated with programs developed by other water re- 
source development agencies, to meet its responsibilities for the next 6 years. 
The bill provides for establishment of an operating fund and a capital account, 
for repayment with interest of unrepaid capital over a 50-year period, and for 
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reducing the reported national debt by the sum of the capital account and the 
outstanding obligations of the Corporation held by the Treasury. 

We recognize that continuation of programs for the conservation and develop- 
ment of the water resources of the Pacific Northwest is of vital importance to 
this area and to the Nation. The Federal agencies which are directly con- 
cerned with these activities in the area are actively engaged, in cooperation with 
State and local agencies, in studies and planning directed toward meeting 
future needs. Significant advances are continuing to be made through the 
joint efforts of Federal agencies and non-Federal groups in the development of 
the hydroelectric resources of the region. 

We see no reason for vesting in this proposed Corporation a utility responsi- 
bility such as would be provided under section 2(g) of the amended Bonneville 
Project Act. We have no evidence that the power requirements of the Pacific 
Northwest are not being met or that the existing Federal power system and 
the Northwest power pool, of which it is a member, are not functioning effi- 
ciently. The assumption of utility responsibility, coupled with provision for 
Federal financing, could prevent or reduce the initiative for continued sharing 
by public and private non-Federal organizations in the construction of power 
generating and transmission facilities. Such a broad grant of power could 
result in all the water resources of the area being preempted for Federal devel- 
opment by the Corporation. In the absence of a utility responsibility for 
meeting the power requirements of the area, there would be no need for the 
Corporation to construct thermal or nuclear powerplants. Non-Federal organi- 
zations should continue to provide such steam-electric generation as may be 
required to supplement hydroelectric projects. 

Enactment of this legislation could result in confusion with respect to other 
Federal agencies operating in the Pacific Northwest. The Corps of Engineers, 
the Bureau of Reclamation, and the Bonneville Power Administration now have 
definite responsibilities in the region and are effectively carrying out multiple- 
purpose developments. Under this proposal, undue emphasis might be placed 
on the production of electric power to the detriment of more comprehensive 
development for other purposes including flood control, navigation, water supply, 
and irrigation. In this connection, the attention of the committee is invited 
— to the comments of the Secretary of the Interior in his report on 

. 1927. 

This bill would also create uncertainty as to the long-established responsi- 
bilities of the Federal Power Commission with respect to hydroelectric power 
developments. Among other things, it would appear that S. 1927 would restrict 
the Commission’s role in studying power production possibilities and in esti- 
mating power needs of the region. These points are discussed in greater detail 
in the Commission’s report on this legislation. 

Section 6(d) would establish procedures for the allocation of costs and sets 
forth the purposes to which costs would be allocated. Provision is made for 
approval of such allocations by the Congress. We believe that the allocation 
of costs, as in the case of other water resources agencies, is properly an execu- 
tive function, and that it would be inappropriate to provide for the use of a 
concurrent resolution by Congress to approve or disapprove final allocations. 

Section 12(h) provides that in any accounting computation involving the 
total of the national debt, such total shall be reduced by the sum of the capital 
account and the total of the outstanding obligations of the Corporation held by 
the Secretary of the Treasury. To reduce the national debt by a legislative 
change defining the manner in which it should be computed would establish 
a questionable precedent which might be extended to other Federal programs. 

The purpose of section 14, which would give the consent of Congress to the 
States of the Pacific Northwest to negotiate a compact for the assumption of 
functions of the Corporation, is not clear. If its purpose is to provide for the 
establishment of a regional power authority, we believe that it would be inap- 
—s for it to assume the duties, functions, and powers of a Federal corpor- 
ation. 

Aside from the policy questions referred to above, there are a number of other 
matters on which we would be glad to furnish the committee with further 
information if desired. These include substituting a single administrator- 
advisory board organization for the proposed five-man board of directors, revis- 
ing the method of appointing and the status of advisory council members, im- 
proving the proposed accounting procedures including the elimination of the 
proposed capital account, reconsidering the proposal for submitting 6-year pro- 
grams, substituting an interest rate on obligations to be determined by the 
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Secretary of the Treasury taking into account the yield on long-term Federal 
obligations instead of the average rate payable on the total marketable obliga- 
tions of the Treasury, and authorizing the transfer and acquisition of property. 
Also, there does not appear to be a need for the Corporation to secure funds 
from the Treasury both in the form of appropriations and corporate borrowings 
for capital purposes. Further, if there is to be corporate borrowing, we believe 
provisions should be made for authorizing it in appropriation acts. 

While the Bureau of the Budget, for the reasons expressed above, would not 
favor enactment of S. 1927, we believe that improvements should be made in 
the financial management and operation of the Bonneville Power Administra- 
tion. It was for this reason that the President proposed establishment of a 
revolving fund for this agency in his 1960 budget message. Legislation to ac- 
complish this has been introduced in the Senate (S. 2311). 

Sincerely yours, 
PHIt.ip S. HUGHEs, 
Assistant Director for Legislative Reference. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, June 25, 1959. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear SENATOR CHAVEZ: This is in further reply to your request for our com- 
ments on S. 1927, a bill to amend the Bonneville Project Act in order to estab- 
lish the Bonneville Power Corporation. 

We would prefer to leave comment on the merits of this bill to the agencies 
more directly concerned. 

We note, however, that section 10 of the bill is designed, among other things, 
to secure to the laborers and mechanics who would be employed on the construc- 
tion projects contemplated by the bill, the payment of not less than the prevailing 
wage rates in the locality as determined by the Secretary of Labor in accord- 
ance with the Davis-Bacon Act and not less than time and one-half for overtime 
work in excess of 8 hours in a day or 40 hours in a week. The section also con- 
tains appropriate provisions for application of the authority which Reorgani- 
zation Plan No. 14 of 1950 and section 2 of the Copeland Act, as amended, confer 
upon the Secretary of Labor respecting a number of labor standards laws. Asa 
matter of principle, we favor the inclusion of provisions of this nature in legis- 
lation providing for Federal or federally assisted construction work. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
JAMES T. O’CONNELL, 
Under Secretary of Labor. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., July 16, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senute, Washington, D.C. 


Dear Mr. CHAIRMAN: Your letter of May 15, 1959, requested the views of 
General Services Administration on S. 1927, 86th Congress, a bill to amend the 
Bonneville Project Act in order to establish the Bonneville Power Corporation. 

The purpose of the bill is to foster the Government’s water resources programs 
in the Pacific Northwest by providing for the administration of the Bonneville 
project and other projects in Washington, Oregon, Idaho, and western Montana 
through a Government corporation structure. 

Our letter of May 20, 1958, presented to your committee GSA’s views on 
S. 3114, 85th Congress, a similar bill to this measure. Our only objection to 
S. 3114 pertained to the inclusion of a provision which would authorize and 
direct the Administrator of General Services to transfer to a Columbia River 
Development Corporation the exclusive use, possession, and control of all prop- 
erty and any interests therein under his jurisdiction or control, constituting a 
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part or held for the use of the Columbia River power system. No similar pro- 
vision appears in S. 1927. 

Since this proposed legislation does not concern the operations and functions 
of General Services Administration, we have no comments to make thereon. 

The enactment of this measure will have no effect upon the budgetary require- 
ments of General Services Administration. 

The Bureau of the Budget has advised there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
FRANKLIN FLoetTe, Administrator. 


REPORT OF FEDERAL POWER COMMISSION ON S. 1927, 86TH CONGRESS 


‘A bill to amend the Bonneville Project Act in order to establish the Bonneville 
Power Corporation 


This bill, known as the Bonneville Reorganization Act of 1959 would amend 
the Bonneville Project Act of 1937 (50 Stat. 731) by setting up a public cor- 
porate body to be known as the Bonneville Power Corporation (Corporation). 
‘That body would be vested with primary responsibility for Federal power pro- 
duction, transmission, and marketing operations in the Pacific Northwest re- 
gion. 

The bill states that the Corporation shall be subject to the direction and 
supervision of the President, and that management shall be vested in a board 
of five full-time directors appointed by the President, by and with the advice 
and consent of the Senate. The Chairman of the Board would be designated 
by the President. 

Section 3 of the bill would direct any Federal agency operating power pro- 
ducing facilities in the Pacific Northwest to deliver the electric energy not con- 
sumed by such agency, or otherwise reserved by law, to the Corporation for dis- 
position in accordance with the terms of the proposed legislation. In this con- 
nection the bill makes the Corporation responsible for supplying the net whole- 
sale electric power needs of all distributors or consumers within the Pacific 
Northwest who desire and are willing to enter into contracts to purchase such 
power from the Corporation and directs that electric power shall be distributed 
equitably throughout the States of the Pacific Northwest, “so that there will 
be no unreasonable geographic concentration thereof.” 

Although section 3 would prohibit the Corporation from constructing or con- 
demning any hydroelectric generating facility, it “may provide to the construct- 
ing agencies * * * funds for the capital costs of such authorized Federal water 
resource development facilities in the Pacific Northwest * * * as the Corpora- 
tion deems to be necessary or desirable to enable it to meet electric power 
demands for all uses to maintain an expanding economy or otherwise improve 
the general welfare throughout the Pacific Northwest.” This section would also 
allow the Corporation to construct or acquire, improve, operate, and maintain 
under license from the Atomic Energy Commission such thermal or nuclear- 
powered facilities as may be necessary to carry out its responsibilities. 

Under section 3 the Corporation would be responsible for periodically pre- 
paring and coordinating for presentation to the President and the Congress 
advance programs for the construction of such hydroelectric projects and other 
facilities for the Pacific Northwest over the next 6 years. 

The encouragement and facilitation of programs for the conservation, mul- 
tiple-purpose development and improvement of water resources and their hydro- 
electric potential within the Pacific Northwest region is unquestionably in the 
general public interest and vitally important to the well-being of this vast 
area and of the Nation generally. The Federal Power Commission is sympa- 
thetic with these purposes and objectives and recognizes that they cannot be 
realized without full understanding and continuing cooperation between the 
United States and the State and local interests directly involved. Several Fed- 
eral agencies have for many years been assigned duties in connection with water 
resources activities within the Pacific Northwest region, and we fully recognize 


1The Pacific Northwest is defined by sec. 4 of the bill as “the area comprising the States 
of Washington, Oregon, and Idaho, and that part of the State of Montana which lies west 
of the Continental Divide.” 
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that the coordination of these various activities presents a difficult organiza- 
tional problem. This is particularly true in view of the fact that such activities 
should be carried out within the framework of sound nationwide policies with 
respect to such important matters as project evaluation, cost allocation, financ- 
ing, repayment, rate regulation, in-lieu tax payments, and headwater and other 
water control facility benefit payments. It may be contended that the estab- 
lishment of various regional corporations or authorities of the type contem- 
plated in this bill would not be most conducive to the formulation and effective 
administration of these aspects of national water resources policy. At any 
rate, whether future Pacific Northwest waterpower resources planning and 
development should be carried out under the aegis of existing agencies respon- 
sible for such activities throughout the Nation or by a newly created Govern- 
ment corporation such as the proposed Bonneville Power Corporation poses a 
major question of legislative policy for the Congress to decide. Accordingly, 
the Commission does not presume to make any recommendation with respect 
to the wisdom of adopting such a policy. However, it appears appropriate on 
the basis of our experience in the licensing of non-Federal hydroelectric projects 
and in connection with the planning of Federal projects to. offer comments and 
recommendations with respect to certain provisions of the bill which would 
directly affect the functions of this Commission or which relate to the possible 
effectiveness and success of the measure. 

It is apparent from the provisions of this bill that it would assign to the 
Corporation primary Federal responsibility for the planning, construction, and 
operation of Federal and non-Federal water resources projects and facilities 
within the Pacific Northwest. In this connection, it should be noted that before 
the plans and programs are finally formulated by the Corporation and sub- 
mitted to the President and the Congress they are to be submitted to the State 
Governors concerned and the Secretaries of the Interior and the Army, and 
certain other Federal or interstate agencies for comments. However, it is not 
clear how the existing functions of other Federal agencies, including the Fed- 
eral Power Commission, relating to Federal and non-Federal waterpower devel- 
opment could be continued effectively if the bill were enacted. 

Since the Corporation is made responsible for the comprehensive planning, 
construction, and distribution of electric power in the Pacific Northwest, the 
position of non-Federal and private bodies who may wish to construct hydro- 
electric projects, and the jurisdiction of the Federal Power Commission in the 
affected area, are not clear. Areas of conflicting jurisdiction would unquestion- 
ably result from these provisions. 

The role of the Federal Power Commission with respect to water resources 
development is defined and limited by congressional enactments. The licensing 
function, which is the Commission’s oldest activity, dates back to the Federal 
Water Power Act of 1920, now part I of the Federal Power Act. Pursuant to 
that authority the Commission issues licenses to non-Federal interests, including 
citizens, corporations, States, and municipalities, authorizing the construction, 
operation, and maintenance of waterpower projects on Government lands and 
on streams over which the Congress has jurisdiction. It may also issue licenses 
to such non-Federal interests for the purpose of utilizing the surplus water or 
waterpower from a Government dam. Licenses are issued under the Federal 
Power Act only if, in the judgment of the Commission, the proposed project is 
best adapted to a comprehensive plan for the development and utilization of 
the water resources of the region involved for all public purposes. Such licenses 
are issued for fixed periods not exceeding 50 years and contain terms and con- 
ditions which protect both the public interest and the licensee. Under the 
Federal Power Act these licenses, as the Supreme Court has pointed out, can 
only be issued for projects which conform to national plans of development 
wherein the broad public interests are safeguarded and recognition is given to 
the needs of commerce, flood control, waterpower development, and other bene- 
ficial public uses, including recreational purposes. 

Under the broad provisions of the Federal Power Act the Federal Power 
Commission has over the years been studying power possibilities on streams 
throughout the United States and has accumulated a large volume of basic and 
current data on all segments of the power industry, publicly and privately 
owned, its capacity, operations, requirements, loads, locations and interconnec- 
tions, to which information reference should be made before the design, installa- 
tion, and operation of power facilities at particular sites are either approved or 
discarded in the development of the streams within the Pacific Northwest 
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region. In addition, Congress has required Federal Power Commission studies 
of power problems in connection with flood control developments authorized 
under various Flood Control Acts since 1938. The water use and control planned 
for the Columbia Basin region, as is the case in other areas, includes use of 
water resources other than for power, which are presently the responsibility 
of the Departments of the Army, Interior, Agriculture, and other Federal agen- 
cies. In order that effective use may be made of the vast amount of data now 
available in the several Federal agencies and in view of their experience in the 
water resource development field it is recommended that the bill be amended to 
provide for mandatory consultation with, and recommendation by, the Federal 
Power Commission with respect to the power features of proposed projects and 
to provide for similar consultation and recommendation by other interested Fed- 
eral agencies with respect to the other project features involved in the formation 
of such plans and programs. 

While the bill would not directly prohibit construction, operation, and main- 
tenance of power projects by non-Federal entities under the provisions of the 
Federal Power Act, the power granted to the Corporation by the bill to prepare 
plans and programs and to construct projects could nullify this Commission’s 
licensing functions in the Pacific Northwest and could result in all the water 
resources of the area being preempted for Federal development by the Corpora- 
tion. We believe such a broad grant of authority would be both undesirable 
and unnecessary and therefore should be avoided because the present law fos- 
ters and adequately safeguards every public interest in the development of 
water resources. In fact, the concept of comprehensive river-basin develop- 
ment is one of the keystones of the Federal Power Act and has been a con- 
tinuing basis for licensing since passage of that act in 1920 (First Iowa Co- 
operative v. Federal Power Commission, 328 U.S. 152, 180-181). Section 10(a) 
of the act specifically requires that the project licensed be best adapted to a 
comprehensive scheme of improvement and utilization for the purposes of navi- 
gation, of waterpower development, and of other beneficial public uses. Under 
section 7(b) of the act, if, in the judgment of the Commission the “development 
of any water resources for public purposes” should be undertaken by the United 
States, the Commission is directed not to approve any application for “any 
project affecting such development.” In such case it must make investigations, 
studies, and reports and submit its findings to Congress with recommendations 
concerning the proposed development. 

Under the Federal Power Act the Commission must give consideration to the 
waterpower industry and its relation to other industries, to commerce, and to 
the public demand for power; to the location, capacity, development costs, and 
the relation of powersites to markets, to the possibility of utilizing Govern- 
ment dams; to determination of the situations under which waterpower re- 
sources should be reserved for Federal development; and what type (run-of- 
river, water storage, peakload, or baseload) waterpower construction would 
be best adapted to comprehensive development in relation to the needs of com- 
merce, navigation, irrigation, municipal water supply, flood control, recreation, 
and other uses. Therefore, the method of developing the available waterpower 
resources of the Pacific Northwest region and at particular sites therein is 
affected by the general economy of the region, the powerloads, and related eco- 
nomie factors. Such resources should not be underdeveloped, and it is likewise 
not good economy to permit undue interference by waterpower projects with 
other beneficial public purposes. Congress, after years of experimenting with 
the problem, entrusted the determination of these very important economic and 
technical questions to the Federal Power Commission. The fundamental poli- 
cies of the Federal Power Act have withstood the test of critical examination 
over a long period of years, and the system of administrative licensing estab- 
lished thereby has proved to be sound in principle and a vtial factor in the 
evolution of an effective Federal policy with respect to the utilization and de- 
velopment of valuable water resources. 

It is therefore recommended that the bill be amended to clearly resolve all 
possible areas of conflict between Federal agencies. Specifically, it is recom- 
mended that the bill expressly states that none of its provisions shall apply or 
be construed as impairing or modifying any of the provisions of the Federal 
Power Act. Also, in order to avoid administrative confusion and misunder- 
standing, the bill should affirmatively indicate what the relationship would be 
between constructed and authorized projects, the plans of existing Federal 
agencies for new projects, and the plans to be developed by the Corporation. 
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Sections 6 and 7 of the Bonneville Project Act now provide that rate sched- 
ules for the disposition of electric energy produced by that project shall be 
subject to confirmation and approval by the Federal Power Commission, and 
that such schedules shall be based upon an allocation of costs made by the 
Commission. Sections 6 and 7 of this bill would amend sections 6 and 7 of the 
present Bonneville Act to relieve the Commission of these responsibilities for 
cost allocation and rate approval, and to vest such functions in the Corporation 
insofar as rates for the sale of power in the Pacific Northwest are concerned. 

Section 6 of the bill provides that the Corporation may fix rates and charges 
for wheeling, storage, and other services authorized by the bill. It appears that 
charges for storage could be interpreted to include assessments for headwater 
benefits as covered in section 10(f) of the Federal Power Act. The Commis- 
sion recommends that the bill be amended to clarify this matter. 

Section 6 also provides that “accounts shall be kept in accordance with section 
303 of the Federal Power Act, as amended, except that in lieu of depreciation 
accounting the accounts shall reflect amortization of the Capital Account in 
accordance with the requirements of section 12 of this Act.” Section 303 of 
the Federal Power Act provides that Federal projects shall keep their accounts 
in accordance with the uniform system of accounts prescribed by the Commis- 
sion. An integral part of that system of accounts is the requirement for deprecia- 
tion accounting. The system of accounts is built around a plan of depreciation 
accounting and the plant and maintenance accounting and income determination 
is coordinated therewith. Deletion of depreciation accounting would establish 
a new basis of accounting not comparable with the Commission system. The 
Commission believes that reference to the Commission system of accounts should 
be omitted from the bill unless full compliance with the basic principles is 
contemplated. 

It is not clear whether the amortization of capital account referred to in the 
bill relates to the equity accounts on the right side of the balance sheet or to the 
plant account (fixed capital) on the left side of the balance sheet. It is pre- 
sumed the latter is intended. Where amortization rather than a service life 
basis of accounting is followed for use of plant in service there is considerable 
uncertainty as to the basis of accounting for salvage and removal expense. Capi- 
tal account amortization does not permit accurate income determination and 
comparisons of operating results in the conventional manner of commercial 
enterprises. No provision is made for the substantial assets which will remain 
after the amortization period where, for example, property with a 100-year life 
is written off in 50 years. It is felt that this point should be clarified. 

Section 7 provides that penstocks and other facilities adapted to possible 
future use in the development of hydroelectric power shall be installed in any 
Federal dam hereafter constructed in the Pacific Northwest when approved by 
the constructing agency upon recommendation of the Corporation. The various 
Flood Control and River and Harbor Acts assign similar responsibilities to the 
Commission with respect to Corps of Engineers projects. The jurisdiction of 
the Corporation and the Commission in this area should be spelled out 
completely. 

Section 9 provides that the Corporation may appear or intervene before any 
Federal, State, or local body in any matter which the Corporation believes will 
affect its responsibilities. 

Section 12 contemplates that the Secretary of the Interior would transfer to 
the Corporation all facilities and interests relating to the Columbia River Power 
System. It also provides for the establishment in the Treasury of a Bonneville 
Power Corporation capital account charged with the unpaid balance of the Fed- 
eral investment in assets transferred to the Corporation, appropriated funds 
received by the Corporation and not excepted by the Congress from inclusion 
in the capital account, and other unrepaid capital costs. The Corporation 
would cover the principal of the capital account into the Treasury from the 
operating fund. 

As of the close of each fiscal year the Corporation would cover into the Treasury 
interest on the unrepaid balance of the capital account after deducting the un- 
repaid balance of all capital costs allocated to purposes other than power, in- 
cluding those assigned for repayment out of power revenues, at a rate equal to 
the computed average interest rate payable by the Treasury upon its total 
marketable public obligations as of the beginning of the fiscal year. It is the 
view of the Commission that the interest rate to be used in connection with re- 
payment of Federal project costs should be based on the interest on long-term 
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Federal bonds issued during the period investment costs are incurred, or as an 
alternative on the yield current at that time on outstanding long-term Govern- 
ment bonds. 

Section 12 also provides that unless or until a system of capital accounting has 
been established in the Treasury of the United States in any accounting com- 
putation involving the total of the national debt such total as otherwise com- 
puted would be reduced by the sum of the capital account and the total of the 
outstanding obligations of the Corporation held by the Secretary of the Treasury. 
The Commission believes that such an adjustment for the capital accounts of 
the Corporation should not be made until similar adjustments can be made for 
the capital accounts of other agencies and regions. 

In the sound administration of a power system of the type which the Bonne- 
ville Power Corporation might be expected to acquire, construct, and operate, 
consideration should be given to the question of whether the portion of invest- 
ment to be allocated to the cost of power should be established by an agency 
of the Congress not directly responsible for either construction or operation 
of Federal power projects. If this is provided, the agency making the alloca- 
tions should be required to give due consideration to the recommendations of 
the constructing and operating agency and other interested agencies or parties. 
In this connection the Commission desires to point out that the availability of 
power at the lowest possible cost consistent with carrying the costs properly 
allocable to power development is an important factor in economically sound 
regional development. To this end, accounting control and cost allocations are 
of basic importance not only for the purpose of informing Congress, the admin- 
istrative agencies concerned, and the general public, but also for the establish- 
ment of rates which are in accord with the purpose of Congress. 

In authorizing several Federal power projects, including the Bonneville proj- 
ect, the Congress has found it desirable to have the rates proposed by the agency 
responsible for marketing power reviewed by an independent body which is in a 
position to apply to the sale of such power the same expert and impartial judg- 
ment as it is required to apply to rate control over privately owned public utili- 
ties, having in mind, of course, the peculiar problems of public power operations. 
For some years Congress has required the Federal Power Commission to make 
cost allocations and review rate schedules in connection with power projects of 
certain Federal agencies under sections 5 and 6 of the Fort Peck Act (52 Stat. 
408), section 5 of the Flood Control Act of 1944 (58 Stat. 887), and other enact- 
ments. This type of rate control is regarded as a proper and valuable safeguard 
over the rates to be paid by consumers and over the reimbursement to the United 
States which must furnish the money for the capital investment in the first in- 
stance. We suggest, therefore, that consideration be given to the advisability 
of amending the bill to specifically establish independent regulatory authority 
with respect to these vitally important matters of cost allocation and rates. 
In this connection, it is the Commission’s view that any provisions giving it 
jurisdiction with respect to regulaton of rates for the sale of electric energy 
from Federal projects should vest definitive and continuing authority with re- 
gard to all facets of control, including cost allocations and rates, classifica- 
tions, rules, regulations, practices, contracts, or other agreements or instruments 
affecting sales and the recovery of costs to the Federal Treasury, with power to 
initiate review and require compliance with Commission orders, and to pre- 
scribe appropriate accounting methods and procedures. Furthermore, it is to be 
assumed that such legislation would provide the same procedural safeguards 
for the Federal instrumentalities, such as opportunity for hearing and court 
review, as are available to non-Federal utilities subject to regulation by the Com- 
mission under the Federal Power Act. 

The bill, S. 1927, would centralize in the Bonneville Power Corporation con- 
trol within the Pacific Northwest over existing functions of Federal agencies, 
especially the Army Corps of Engineers, the Bureau of Reclamation, and the 
Federal Power Commission, which during the past years have been given in- 
creasing responsibilities by Congress in the field of water resources develop- 
ment. Regardless of the advisability of establishing an additional governmental 
agency for planning and controlling the development of water resources in the 
Pacific Northwest region, it would not appear desirable to confer upon the Cor- 
poration such highly technical responsibilities to supersede or control within 
that region those same technical responsibilities previously assigned by Con- 
gress to the Federal Power Commission for participation in power development 
planning, for the issuance of licenses for non-Federal construction and operation 
of hydroelectric plants, and for cost allocation and rate approval in connection 
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with various Federal power operations, including those of the Bonneville Power 
Administration. It is our view that the bill, as drawn, would bring confusion 
to the present situation without appreciable commensurate public benefits. 

If this bill is to be enacted we recommend that it be amended in the manner 
discussed herein. 

FEDERAL POWER COMMISSION, 
By JERoME K. KUYKENDALL, Chairman. 

Senator Neusercer. Our first witness this morning is Mr. Gus Nor- 

wood, executive secretary, Northwest Public Power Association. 


STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY, 
NORTHWEST PUBLIC POWER ASSOCIATION 


Mr. Norwoop. Mr. Chairman, members of the committee, my name 
is Gus Norwood. I am executive secretary of the Northwest Power 
Association, comprising 105 consumer-owned electric systems serving 
almost 2 million people in the States of Alaska, Idaho, Oregon, 
Washington, and Montana. 

Mr. Chairman, I have submitted my prepared statement, consisting 
of 12 pages, a number of exhibits in an envelope, and I have two 
items which were handed me to bring to the hearing. 

The testimony of the Clark County Public Utility District is in the 


form of a resolution and the testimony of the president of the North- 
west Public Power Association, Mr. Vincent Cleaveland, consisting 
of four pages, which we request be made part of the record. 
Senator Neusercer. For the sake of continuity, we will place your 
prepared statement in the record at this place. The exhibits attached 
to your statement and the other material you have presented will be 


placed in the record at the end of your oral presentation. 
(The prepared statement of Mr. Norwood is as follows :) 


PREPARED STATEMENT OF GUs Norwoop, EXECUTIVE SECRETARY, NORTHWEST 
PusLic POWER ASSOCIATION 


Mr. Chairman and members of the committee, my name is Gus Norwood. For 
the past 11 years I have served as executive secretary of the Northwest Public 
Power Association, which is comprised of 105 consumer-owned electric systems 
serving almost 2 million people in the States of Alaska, Idaho, Oregon, Wash- 
ington, and Montana. 

Thank you for holding these hearings. We are grateful for the very good 
hearings held on the previous drafts of this bill last May and last December. 
We are particularly appreciative of the interest which Senator Richard L. Neu- 
berger, a member of the Senate Public Works Committee, has taken in the 
hearings and in the redrafting of the previous bills. 

Also, Mr. Chairman, we are appreciative for the interest and time which you 
have and are devoting to our problems in the Pacific Northwest. 


PLAN OF TESTIMONY 


We plan to limit our testimony to the latest changes in the bill and to the 
main objective of adequate power supply. 


TESTIMONY OF PRESIDENT CLEAVELAND ON AMENDING SUBSECTION 2(G) 


Mr. Vincent M. Cleaveland, president of the Northwest Public Power Asso- 
ciation, regrets that he cannot be here to testify in person as he did at the two 
previous hearings. His written statement is submitted for the record. It covers 
the basic policy statement of the association in accordance with the action of 
our board of trustees and annual membership meeting of May 25, 1959, at Seattle 
in adopting the following resolution: 
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“Resolved, That we urge the amendment of S. 1927 so as to insure strict 
retention of the preference clause of the Bonneville Act.” 

President Cleaveland suggests in his testimony that this might be achieved by 
deleting the last sentence of subsection 2(g) (p. 14, lines 19 through 25). 


ANTIMONOPOLY POLICY SHOULD BE RETAINED 


Many witnesses at the December 1958 hearings strongly insisted on the 
retention of the antimonopoly or preference clause of the Bonneville Project 
Act. 

In the intervening months since last December this insistence has become 
virtually unanimous among the public and cooperative systems, the labor, farm, 
and other public-interest groups. 

The preference or antimonopoly clause constitutes sound national policy. It 
has been national policy with respect to the sale of Federal power for 53 years 
since 1906 and has been reaffirmed in some 16 statutes. Actually it rests on 
principles that can be traced to the Homestead Act, the Northwest Ordinance 
of 1787, and many other documents which assert the rights of the people in the 
public domain or commonwealth. 

Many of the arguments in support of the preference policy have been pub- 
lished as part of the proceedings of the first annual water resources conference 
held at Montana State University, July 20-21, 1956. Entitled “Is a Preference 
Among Distributors of Federal Power Justified?” the book runs to 207 pages 
and includes an extensive bibliography. 

As the first of the six speakers at this conference, I found it necessary to 
do about a month of research on the subject. I also prepared the bibliography 
which appears therein. 

Because this publication generally presents the pros and cons on this issue, I 
suggest that it be incorporated in this hearing by reference. 

The most important recent debate in Congress on the preference or anti- 
monopoly clause occurred in the Senate May 14, 15, and 16, 1956, which led to 
the enactment of the Niagara bill S. 1823 by a vote of 48 to 39. Excerpts of 
this debate have been reprinted by us and are enclosed as an exhibit. 

We have read the testimony of the private electric monopoly corporations on 
previous drafts of this bill. We have seen their public statements before the 
Hoover commissions and at other hearings. They confirm our faith in the 
preference clause. 

We have gone through two private power shortages in the Pacific Northwest 
in 1948 and 1952 at which our systems voluntarily shared the curtailment in 
order to assist the private utilities. The preference clause has never hurt the 
private utilities. 

We have also reviewed the allegations of the Portland General Electric Co. to 
the effect that the preference clause was or might favor the State of Washing- 
ton to the detriment of the State of Oregon. We find this allegation to be 
without foundation. 

Quite to the contrary we find that even Washington has slipped nationally be- 
cause it has not been vigorous enough in the establishment of consumer-owned 
electric systems to implement the preference clause. During 1958 the State 
of Washington was bumped out of first place in the Nation with respect to 
low-cost power. The average residential electric rates for 1957 and 1958 for 
Tennessee, Washington, and Oregon were as follows: 
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Oregon admittedly is paying a stiff price, and is falling farther behind, be- 
cause over 80 percent of its population is served by private utilities. However, 
Oregon on the other hand also enjoys the yardstick effect and benefit by having 29 
consumer-owned electric systems, of which 11 have average residential rates of 
under 1 cent per kilowatt-hour. Recently these 11 Oregon systems received 
the “One Cent Power Achievement Award” from the Northwest Public Power 
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Association because they sold electricity in 1958 for home use at an average of 
less than 1 cent per kilowatt-hour. 

As compared to Washington, the State of Oregon has suffered only in respect 
to the price of electricity because private utility rates are higher. Yet private 
utilities actually obtain power from the Bonneville Power Administration 
at a lower rate than do the preference distributors. In fiscal year 1958 all 
private utilities paid BPA an average of 2.14 mills for power as compared to 2.67 
mills paid by the consumer-owned systems. It would seem that the preference 
clause may actually be operating in reverse as far as the private utilities are 
eoncerned. They seem to have a rate preference when it comes to wholesale 
power rates, and despite that advantage they resell their power at much 
higher rates to the ultimate consumer. Again we conclude the preference clause 
has not hurt the private utilities. 

While we think the Bonneville Project Act has in it one of the strongest 
and purest preference or antimonopoly clauses, we are not satisfied that it has 
been adequately or fully carried out. A number of preference customers in the 
region have been refused service by the Bonneville Power Administration while 
the private utility in the particular area was given service. 

These instances have been sufficiently vexing that we feel the proper direction 
for public policy should be one of strengthening and better implementation of 
the antimonopoly or preference clause rather than one of weakening it. 

In further support of our position we call attention to the following resolu- 
tion of the American Public Power Association adopted in Seattle on May 28, 
1959, urging that S. 1927 be amended so as to adhere to the preference clause. 
The APPA resolution reads as follows: 


“RONNEVILLE REORGANIZATION BILL 


“Whereas Senator Neuberger has introduced S. 1927 to change the Bonneville 
Power Administration into the Bonneville Power Corporation with authority to 
issue electric revenue bonds and also to utilize its own revenue ; and 

“Whereas such legislation for improved administration and financing of the 
Federal power program in the Pacific Northwest is urgently needed ; and 

“Whereas S. 1927 contains a public utility responsibility clause which would 
authorize the new Corporation to meet the net power requirements of the region; 
and 

“Whereas S. 1927 also contains a provision which might have the effect of 
weakening the preference clause of the existing Bonneville Act: Now, therefore, 
be it 

“Resolved, That the American Public Power Association endorses in principle 
a regional corporation bill for the Pacific Northwest provided that before endors- 
ing S. 1927 the association requests the deletion of any provision which might 
have the effect of weakening the preference or antimonopoly clause.” 


MAJOR CHANGES IN 8. 1927 


S. 1927 is a clean bill. It represents a revision and reorganization of the 
November 21, 1958, committee print. We have followed the revision and concur 
therein with the exception noted above. 

We wish to commend and express appreciation to Under Secretary of the 
Interior Elmer Bennett for making it possible for the staff of the regional solici- 
tor of the Department at Portland, Oreg., to provide technical assistance in the 
revision of the previous bill. 

This bill has gone through nine drafts involving hundreds of suggestions and 
comments. Our seventh draft was the basis for S. 3114 which was introduced 
on January 23, 1958, and on which hearings were held in May and June 1958. 
As a result of this hearing and especially as the result of the comments of the 
Federal agencies, the committee staff issued the November 21, 1958, committee 
print. 

The further hearings in December 1958 led to three immediate conclusions: 
(1) the Board should appoint the general manager, (2) it should be made clearer 
that the Corporation may not condemn existing dams, and (3) the criteria to be 
used in making arrangements with non-Federal agencies should not be as severe 
as in the committee print. These changes were adopted. 

An important technical improvement is the cost allocation section which 
conforms generally to the Kerr-Trimble bill in placing final authority over cost 
allocations in the Congress. 
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§. 1927 simultaneously upgrades and also subordinates hydroelectric power. 
It upgrades it by making it a coordinate function and not merely a minor ad- 
junct in multiple purpose development. But the bill also clearly subordinates 
hydroelectric power to the consumptive uses of water, and to the policy of mul- 
tiple purpose development. 

Another basic policy of S. 1927 is that authority is commensurate with re 
sponsibility. An effort is made to fix responsibility and get away from the regu- 
lation or domination of one Federal agency by another. This policy also has the 
effect of minimizing the number and scope of changes from good practices where 
good practices now exist. Particularly it makes it clear that the Bonneville 
Power Corporation is to be a Federal agency coordinate with and on a par with 
the Corps of Engineers and the Bureau of Reclamation. 

Dozens of minor refining amendments generally adopt the latest practices of 
the Congress in recent legislation. Obsolete provisions and surplusage are 
eliminated. 


THE CENTRAL ISSUE AND OBJECTIVE: ADEQUATE POWER SUPPLY 


The chief purpose of S. 1927 is to facilitate the achievement of an adequate 
electric power supply for the Pacific Northwest. This purpose has been misun- 
derstood by being both overstated and understated. 

The bill does not preempt the field of electric power generation and transmis- 
sion. It enables the Corporation to provide that portion of the electric power 
which is not otherwise provided. This is the meaning of the term “net whole- 
sale electric power needs” in subsection 2(g) on page 14, line 16. On the other 
hand the Corporation need not provide power until there is a satisfactory con- 
tract. 

The Corporation is to be on tap and not on top. 

The bill does not contain the expression “public utility responsibility”, but 
this term has been wideily used in describing the bill. Our purpose is for the 
Corporaton to serve both more and less than what is generally meant by public 
utility responsibility. 

The electric utility textbooks define public utility responsibility as imposing 
four duties. 

1. To serve all who come, 

2. With adequate facilities, 
3. At reasonable rates, and 

4. Without discrimination. 

These duties are commonly required by the State and Federal regulatory 
agencies when dealing with private utilities. 

We want to emphasize that we expect the Bonneville Power Corporation to be 
much more than a private utility. No private utility, for example, is required 
to be guided by the policies and objectives of the Employment Act of 1946, as is 
called for by subsection 2(c), on page 3, lines 9 to 12. Nor are private utilities 
required to encourage the comprehtnsive multiple purpose development of water 
resources. In fact, private utilities have been notoriously opposed to that 
objective. 

This bill likewise relates the work of this agency to the national defense, the 
general welfare and increasing national productive capacity. 

Another requirement which is more severe is the directive in section 6 to sell 
power at the lowest possible rates and to encourage the widest possible diversi- 
fied use of electric power. 

On the other hand the Corporation is not required or permitted to sell power 
at retail. It may not go into the local distribution business. 

The Corporation may not build dams. It may build steam and atomic plants 
if necessary. Dams will continue to be built by the Corps of Engineers and the 
Bureau of Reclamation. 

The Corporation does not have imposed upon it any direct public utility 
responsibility. On the contrary the responsibility remains in the retail distribu- 
tion systems, public, private and cooperative. These retailers may contract with 
the Corporation for their net power supply, meaning for that portion of their 
power needs which is above their own generating capacity and above what they 
can obtain from any other source. When such a retailer and the Corpoartion 
have entered into a contract, the Corporation is authorized and directed to 
schedule and construct or arrange for the construction of the necessary facilities. 

This relationship is precisely stated by the first sentence of subsection 2(g) 
which is the legal core of the bill. 
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It is usually our belief that the local interest, the regional interest and the 
national interest are the same. However, an example will serve to indicate an 
area of possible conflict and how we hope the Corporation will face up to the 
issue. 

In the Columbia River the dams that were easy to build, the lucrative, cream- 
skimming projects are in operation. With each passing year the prospective cost 
per installed kilowatt rises. The region is passing from the Grand Coulee Dam 
and Bonneville Dam era when the at-site costs were under 1 mill per kilowatt 
hour to a probable ultimate price of 6 mills or more. 

The possible conflict which could arise between the regional and national 
interest is illustrated by the Knowles Dam versus Paradise Dam issue on the 
Clark Fork River. The Paradise Dam represents full, comprehensive, multiple 
purpose development but its power would cost more, perhaps 4 mills. 

The Knowles Dam would represent a 75 percent utilization of the potential 
but its power would be cheaper, about 3 mills. A narrow, provincial, regional 
point of view might support the Knowles Dam. 

The Northwest Public Power Association endorses Paradise Dam with its 
higher cost power. We think the proposed Bonneville Power Corporation should 
endorse and fight for the Paradise Dam. Such full development is in the 
national interest. We think in the long run it is also in the regional interest, 
and in this regard we are opposed to the present recommendations of the Corps 
of Engineers in favor of the Knowles Dam. 

This case illustrates why we think the narrow, short-range preoccupation 
with electric power should not get in the way of the carrying out of national 
policy to achieve the fullest use of the natural resources. 


SHOULD THE BOARD BE ELIMINATED 


It has been suggested that the proposed Corporation does not need a Board of 
Directors. 

Three possibilities have been studied in respect to the form of leadership 
which is needed by the proposed Bonneville Power Corporation. 

Our first choice is that which is provided by S. 1927, namely, a five-man, full- 
time Board of Directors appointed by the President with the advice and consent 
of the U.S. Senate. The Board of Directors in turn, would appoint a General 
Manager who shall serve at the pleasure of the Board. 

A second possibility is for the President to appoint a part-time Board of 
Directors. We discarded this possibility as impractical. 

A third possibility is to return to the concept of the one-man Administrator 
such as the Bonneville Power Administration now has and as is provided un er 
the St. Lawrence Seaway Development Corporation Act of 1954. 

While we definitely prefer the full-time Board of Directors, we would support 
the Administrator approach as a second choice. 

The advantages of the full-time Board of Directors are to provide the Corpora- 
tion with stronger top-flight leadership, and prestige, increased attention and 
broader point of view in the consideration of problems, to provide backing for 
the General Manager in the difficult decisions and controversies of the Corpora- 
tion, and to emphasize the decentralized, regional grassroots nature of the 
Corporation. 

The disadvantages of the Board are the extra cost of about $150,000 per year 
which must be paid out of our power bills and the risks of dissension in the 
Board. 

So we conclude that a good Board of Directors would be the best answer. On 
the other hand a badly split Board would be a waste of money. We suggest 
and urge that a Board be established. If it doesn’t work out, we will ask 
Congress to abolish it. 

In the event that the Board of Directors is eliminated, we would then favor 
the strong Administrator approach. We do not favor the Department of the 
Interior Reorganization Plan which removed all of the authority of the Bonne- 
ville Power Administrator from the region and placed it in the Secretary of the 
Interior some 2,500 miles away. This centralization has been bad for both the 
region and the Nation. 

In the event the Board is eliminated we have available a marked copy of the 
bill showing changes needed on pages 3 through 8, 19, 20, and 45. 
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MINOR AMENDMENTS 


Since the printing of S. 1927 several minor amendments have been suggested. 
We concur in these and recommend them to the committee. 

1. Relocate the paragraph appearing at page 5 line 8 through 22 to page 8 
after line 9. On page 8 line 9 remove the unquote. At the end of the relocated 
paragraph add the unquote. On page 5 line 7 add the unquote. This change 
puts like material in the same place. 

2. On page 9 line 18 after the word “shall” insert “advance to or”. Clarifying. 

3. In subsection 2(h), page 15, line 3, after the word “facilities” insert “and 
for such other activities”. Clarifying. 

4. Delete section 8 and substitute the following in lieu thereof: 

“Sec. 8. Section 8 of said Act is hereby amended (1) by striking the figure 
‘$500’ appearing therein and substituting therefor the following: ‘$2,500; or 
(4) the negotiation of the purchase or contract is otherwise authorized by law’ 
and (2) by adding the following new sentence at the end of said section: ‘Sales 
and contracts of sale, arising out of the Corporation’s administrative trans- 
actions only, shail be made after advertising in the manner above provided, ex- 
cept when: (1) the reasonable value involved in any one case does not exceed 
$2,500, or (2) the negotiation of the sale or contract of sale is otherwise author- 
ized by law.’” 

This language was inadvertently omitted from S. 1927. We are not competent 
to comment thereon. We suggest that GSA and BPA be asked for their com- 
ments. 

5. Page 26 line 22 delete the “s” on “lands”. 


COMMENT ON 8S. 2311 


On June 17, 1959, Under Secretary of the Interior Elmer Bennett transmitted 
to Congress a bill to establish a revolving fund for the Bonneville Power Admin- 
istration. It was introduced as S. 2311 on June 30, 1959. 

Our association has no resolution on S. 2311 as yet. In my view the bill is a 
step in the right direction but it is such a small and feeble step that it is not 
worthy of serious consideration except as part of a broader series of amend- 
ments. 

The Neuberger bill, S. 1927, includes and encompasses 8S. 2311. There is no 
conflict as to purpose but legal analysis may indicate that some of the S. 2311 
language could be used in S. 1927. We are not competent to comment on that. 

The troubles of the Bonneville Power Administration cannot be cured with 
aspirins or bandaid. The public interest calls for more fundamental improve- 
ments. Accordingly I recommend that no action be taken on §S. 2311. 


SUMMARY AND CONCLUSION: THE TEST OF THE PUBLIC INTEREST 


We hope the 5 years’ work and over $10,000 of cash which the Northwest 
Public Power Association has expended on the early drafts of this bill will be 
regarded as having been spent to further the public interest. At least that is our 
intention. 

This is a grassroots bill. We have distributed about 15,000 copies of the first 
seven drafts of this bill and have received hundreds of suggestions. The last 
two drafts picked up the excellent technical suggestions of the highly competent 
Federal agencies and also the ideas presented at the public hearings. 

In concluding our case for the bill, we would remind the committee of the 
relationship which we enjoy with the U.S. Columbia River Power System. We 
purchase power at wholesale and resell at retail. We are nonprofit in our opera- 
tion and so is the Federal Government. Whatever the costs happen to be, that 
is what we must pay. 

If there is a power surplus and water goes over the spillways instead of 
through the generators, we must pay interest and amortization and other costs 
for the idle generators anyway. Surplus power is costly to us just as a power 
shortage is costly. We favor better scheduling. We favor better marketing. 
We favor better coordination among the Federal agencies. The purpose of 
8. 1927 is to provide a better form of administration and a better method of 
financing. 

An old saying in the South is that it makes no difference whether the jug 
hits the rock or the rock hits the jug, it’s always the jug that gets hurt. 
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The Bonneville Power Administration is our “rock” and we retailers are the 
“jugs.” The purpose of this bill is to enable the rock and us jugs to live in 
a in the future in our mutual efforts to better serve the people and the 

Thank you. 

Mr. Norwoop. The testimony of Mr. Cleaveland, our president, 
makes the main request which we have with respect to further changes 
in this bill. 

In accordance with the action by our membership on May 25, at our 
annual membership meeting, we request that the last sentence in sub- 
section 2(g) be deleted or modified so that the preference clause as it 
now exists in the Bonneville Act may be retained in full. 

This is the main amendment which the association has to offer to 
the bill. 

There are a number of minor amendments which are primarily typo- 
graphical and are listed in my testimony. 

There is one further amendment which we think the committee 
should be aware of and is now in preparation by the Bonneville Power 
Administration and also the Governors of the three west coast States, 
with respect to the California intertie. 

We think that amendment can be picked up later, with respect to 
marketing of power, if the California intertie should be built. 

{ would like to take just a minute or two in justification of our posi- 
tion on the preference clause. 

Some 4 years ago I participated in a debate on the preference clause 
at Montana State University. The proceedings were published under 
the title, “Is a Preference Among Distributors of Federal Power 
Justified ?” 

This volume is the only relatively complete analysis on this subject. 
It states the best overall case for the preference clause. 

There was a second significant summary of the case for the prefer- 
ence clause in the Niagara debate, and one of my exhibits consists of a 
summary of the main arguments made in favor of the preference 
clause in the Niagara debate. 

The central issue in this bill is adequate power supply. This is the 
main concern of our systems, and this issue has been sometimes re- 
ferred to as involving public utility responsibility. 

We think this issue should be further clarified, although it has been 
referred to in the previous hearings. 

We want to make it clear that this bill is not a blank check. It does 
not put the Federal Government in the position where it might guar 
antee the adequacy of power supply for the Pacific Northwest. 
Rather, it puts the Federal Government in the position that to the 
extent that the local utilities, public, private, and cooperative, are 
willing to enter into contracts, the Federal Government will attempt to 
provide an adequate supply of power for the servicing of those 
contracts. . 7 aes 

Among the other major changes which have been made in this bill, 
as compared to the previous bill, is a new section with respect to cost 
allocation. ; 

Senator Kerr will be particularly interested to note that we have 
adopted. basically the Kerr-Trimble bill approach to cost allocations. 

e approach which we took, Senator Kerr, was. that the cost allo- 
cation process is very closely related to the appropriations process; 
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that the Congress should, therefore, have ultimate say-so with respect 
to the making of cost allocations. 

At the present time, the cost allocation process in the Pacific North- 
west is divided four ways. 

The Federal Power Commission has clear jurisdiction over certain 
dams. In other cases, such as Hungry Horse and Grand Coulee, the 
cost allocation is made by the Secretary of the Interior. In other 
cases, the Detroit Dam, for example, it ec from the legislative 
history that the Army was supposed to make the cost allocation, and 
there are several projects in which it is not known who should make 
the cost allocation, and we are living under interim cost allocations, 
much to the confusion of the entire enterprise. 

It is extremely difficult to make rates for an agency like this with 
such diversity and confusion in the handling of cost allocations. 

We have attempted in this bill to set forth a simple approach, 
leaving the final approval or disapproval of the cost allocation to 
the Congress. 

On June 4, 1959, the Secretary of the Interior requested the Federal 
Power Commission to approve an extension of the Bonneville rates 
for another 5 years. 

In our correspondence with the Secretary of the Interior—and this 
is one of our exhibits, a nine-page letter—we have pointed out that 
one of the difficulties which have resulted in a temporary deficit in 
the Bonneville System is that of cost allocation. 

In this bill, the attempt is to simplify the problem of Bonneville 
rates by placing the responsibility for ratemaking as a management 
function in the Bonneville Corporation itself. This is identical to 
the procedure that is now used in the Tennessee Valley Authority. 
It tends to place the responsibility and the authority in the same 
hands, and makes them commensurate. 

Another area which should be commented on here—I appreciate 
that Senate bill 2311 is not one of the bills on which hearings are being 
held today—the bill was just introduced on June 30 by request of the 
Secretary of the Interior—this bill would amend the Bonneville Act 
to create a revolving fund. 

Our comment on this bill is that it is a step in the right direction 
and that the present bill, S. 1927, already includes the revolving fund 
idea which the Secretary of the Interior recommends for Bonneville. 

May I also mention that President Eisenhower in his budget mes- 
sage last January indicated that he was planning to forward such 
legislation for the Southwest Power Administration, Southeast Power 
Administration, and Bonneville. 

The present bill completely takes care of the proposed amendment 
by the Secretary of the Interior. This authority is the same author- 
ity which the Tennessee Valley Authority now has—to use its own 
revenues on a revolving fund basis. 

Mr. Chairman, in concluding our testimony, we feel that the re- 
lationship of the 75 public and cooperative electric systems in the 
Pacific Northwest, and that of the Federal Government here, is a 
simple business relationship of wholesaler. of power and retailer. 
Our systems for the most part purchase their power requirements 
from the Bonneville Power Administration. Bonneville must operate 
on a self-liquidating basis so that all of its costs become our costs. 
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Therefore, any mistake, any inefficiency, any excess of power supply, 
any shortage of power supply of the Bonneville Power Administra- 
tion becomes a burden to an additional cost to us. 

For example, last year Bonneville Power Administration in mar- 
keting power from 13 Federal dams sent 15 percent of its water over 
the spillways, wasted. Despite the fact that this power was not sold, 
we as the buyers of Bonneville power must pay the carrying charges, 
the interest, the amortization on the idle generators that could have 
been earning revenue if there had not been a temporary power sur- 
plus due to the depression and other conditions last year. 

So I wish to emphasize that we are responsible in the long run for 
carrying all of Bonneville’s costs. 

This is a business enterprise on a strictly self-liquidating basis. 
Therefore, we have a vital stake in the efficiency and effectiveness of 
the Bonneville operation, and we come before you urgi nF this bill as 
a procedural improvement based on 22 years of Bonneville operating 
experience, since 1937. 

e recommend that the committee recommend this bill to the 
Senate in this light, that this is a procedural improvement, a refine- 
ment on the original Bonneville Act, and that the bill will enable the 
Federal Government to do a more efficient job of marketing power in 
the Pacific Northwest. 

There is an old southern saying that whether the rock hits the jug 
or the jug hits the rock, it is always the jug that gets hurt. In this 
situation, our rock is the Bonneville Power Administration and our 
little distribution systems are the jugs. We like to get along as well 
as possible with the Bonneville Power Administration, but whenever 
it is not efficient, or has any problems, those problems eventually 
descend on us. Therefore, we have the best interests of this agency 
very much at heart. 

hank you very much. 

Senator Neusercer. Thank you. 

m The distinguished chairman of the subcommittee, Senator Kerr, is 
ere. 

As I mentioned prior to his arrival, we are extremely grateful to 
him for all the help and assistance he has given to us in water devel- 
opment in the Pacific Northwest. Since I have been a Member of 
the Senate, our projects in the Columbia Basin have had no better 
friend than Senator Kerr. 

We are also delighted that Senator Muskie, of Maine, is here. I 
know that Senator Muskie shares the views of Senator Kerr with 
respect to the need for further development in the Northwest, as 
well as in his own part of the country in such rivers as the St. John 
and the others. 

Senator Kerr, do you have any questions? 

Senator Kerr. No; I would just like to say this, that I am glad to 
have the me to be here for a little while. I want to con- 
gratulate the Pacific Northwest on having such an able and vigorous 
representative here, Dick Neuberger. I don’t believe there is a man 
in the Senate who is any more keenly aware of the needs of his area 
or who works at meeting those needs any harder. 

I am delighted to be permitted to serve on this committee with 
Senator Neuberger. 
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Senator Neupercer. You are characteristically kind, and I do ap- 
preciate it. 

Do you have any questions you would like to ask Mr. Norwood ? 

Senator Rede have not listened to the testimony long enough 
to ask any intelligent questions. 

Senator Kerr. There is no requirement that they be. 

Senator Muskie. I am aware of that, Mr. Chairman. 

Senator Kerr. If they were, I would never have made it as a mem- 
ber of this committee. 

Senator Muskie. I am interested in this project. It was my pleas- 
ure and privilege to visit it a couple of years ago and to take some 
excellent movies of it, which we made available to the Oregon pro- 
motional people at a reasonable price. 

It is a beautiful area of the country, almost as beautiful as my own 
State. That is why I am here, to listen to your testimony. 

Senator Neupercer. Senator Muskie, 1 want to mention for your 
benefit, and I know you realize this, we often mention in the North- 
west how similar our problems are in the Columbia to yours in the 
State of Maine. I think the great St. John River, if I am not mis- 
taken, as is the Columbia River, is an international river with a great 
part of its flow in Canada. So is your own St. John River which has 
vast power potential, partly in the position of the United States and 
Maine, your own State, and in Canada—isn’t that. correct ? 

Senator Musxir. The difference is that on the Columbia you are 
on the lower riparian rights and, on the St. John, the problem will 
be in reverse. 

Senator Nreupercer. We are hoping that a successful settlement on 
the Columbia may furnish useful precedent on the St. John or vice 
versa 

Senator Musxir. I hope the precedent will not follow exactly be- 
cause, otherwise, if I get your objective right, you want to get the 
maximum benefit from it as a lower riparian user. We don’t want 
to be balanced off against you. 

Senator Neusercer. We want it to be fair. 

Mr. Mapes, do you have any questions you would like to ask? 

Mr. Mapes. No, sir. 

Senator Neusercer. Mr. Norwood, I wonder if you could amplif 
something that you mentioned earlier in your testimony. I thin 
you referred to the fact that there was being drafted for the Pacific 
Northwest Governors an amendment which would apply to any inter- 
tie between the Bonneville system and California. You were not too 
specific as to that. I was interested to have that for the record just 
what that would provide. 

Mr. Norwoop. Last week, there was a meeting of the three Gov- 
ernors of Washington, Oregon, and California at Sacramento. 

In the news stories from the meeting, they indicated a decision on 
three points, and one of them was that they would prepare legisla- 
tion or an interstate compact with respect to the legal problem 
which apparently exists under the Bonneville Act if Bonneville power 
is transmitted to California. 


The — problem, simply stated, is this: Under the Bonneville 


Act, the law appears to go with the kilowatt-hour. 
The law says that power marketing shall be limited to the trans- 
mission distance. 
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We think that when Bonneville power goes anywhere, the law goes 
with it. This question has been raised in Montana. There has been 
recent testimony that some Hungry Horse power has been used as 
far east as Billings. If that is true, then does not the Bonneville Act 

o with the power as far as Billings and do not preference customers 
in the Billings area, for example, have the right to exert their prefer- 
ence to Bonneville power? That is a legal question. 

That legal question is the one to which the Governors, as I under- 
stand it, are addressing themselves. 

They propose an amendment which would draw a boundary line 
between the Bonneville service area and the service area of the Bu- 
reau of Reclamation which is the marketing agency for the Central 
Valley project. 

Senator Nreupercrer. May I try to get that straight? In other 
words, will this proposed amendment provide that the preference 
clause does not apply to Bonneville power delivered into California? 

Mr. Norwoop. Yes, sir, that is the problem. The preference clause 
will apply in California only with respect to the power that the Bu- 
reau of Reclamation has for its own marketing area. So the prefer- 
ence clause applicable to each agency will still apply in each area, but 
it will not cross the boundary and make the entbeniben clause of the 
Bonneville Act apply in California. 

Thus, Sacramento, for example, which has a very fine public agency, 
could not, under the proposed amendment of the Bonneville Act, 
claim power from The Dalles Dam; but if the Bureau of Reclamation 
obtains power over the proposed California intertie, which is to be 
limited to dump power, then the Sacramento Municipal Utility Dis- 
trict will have the authority to exert its preference upon the Bureau 
of Reclamation asthe marketing agency for that area. 

Senator Neusercer. Do you regard that as a violation of the pref- 
erence clause? 

Mr. Norwoop. I regard it as a difficult legal question which is 
coming up and if it is not solved we think that the public relations 
situation will be very bad and there will be much less chance of any 
California intertie being built. People in the Pacific Northwest 
would be inclined to oppose a California intertie if the effect of it 
would be to commit firm power in the Pacific Northwest to a prefer- 
ence customer, let’s say in California. 

Senator Neusercer. The reason I asked that question 

Mr. Norwoop. May I emphasize, Senator, the preference customers 
in California are not asking for firm power from the Pacific North- 
west. So they are with us on this. 

Senator Nreupercer. I understand that, but nobody can tell what 
the future will hold. The reason I have asked this question is that 
in reading over your testimony and in listening to your very able 
summary of it, I gathered that the only essential of this S. 1927 with 
which you and the Northwest Power Association disagree is the provi- 
sion applying to the fact that there shall be no unreasonable geo- 
graphic concentration of the power to be generated by the Federal 
system on the Columbia River. 

Is that correct ? 

Mr. Norwoop. Yes, sir. 
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The membership voted to favor the strict adherence to the existing 
preference clause in the Bonneville Act. 

Senator Neupercer. Yet you would allow an amendment whereby 
the preference clause would not follow a kilowatt into California. 

In other words, a kilowatt delivered at Klamath Falls or Ashland 
would ride with the preference clause, but the minute it got over into 
the boundary to Weed, or Reading, or Gerber, the preference laws 
would leave it. 

How do you reconcile that position with your criticism of the pro- 
vision in S. 1927 which you regard as a modifiaction or weakening of 
the preference clause ? 

Mr. Norwoop. Mr. Chairman, the purpose of the California inter- 
tie is to exchange the exportable surplus power between two regions; 
that is, it is basically to be limited to dump power. 

It is the firm power of the Federal projects which is particularly 
involved in the preference clause, but in order to make this more clear, 
it is felt that the Bonneville Act itself should be amended so that the 
preference clause which we normally associate with firm power will 
not be confused as applying to a dump power line and giving a pref- 
erence customer in California a right to firm power in the Pacific 
Northwest despite the fact that the intention of the line, everybody’s 
intention in the building of the California line, was to limit it to 
dump power. 

So we make that basic distinction betwen firm power and dump 
power, and in this case the Bonneville preference clause will not ex- 
tend into California. 

Senator Nreupercer. The reason I have asked this question is 
basically this: Like you, I have always believed in the public power 
preference clause, yet I also believe that it must be accomplished fairly 
and uniformly across the United States. 

Here is what I do not understand, and I wish you could explain 
for the record, the other members of the committee, and the Senate, 
the attitude of the Northwest Public Power Association on this par- 
ticular point. 

Your organization has objected by resolution to the modification 
of the preference clause proposed in S. 1927 by which it is sought to 
prevent any unreasonable geographic concentration of the power gen- 
erated at these projects in the Columbia River and its tributaries. 

Yet, let me ask you about a number of points, if I may. It is my 
understanding that at the Hungry Horse project in Montana, some 
208,000 kilowatts have been reserved for exclusive use in the State of 
Montana, notwithstanding the preference clause. 

What is the position of your organization on that particular pro- 
vision 

Mr. Norwoop. Hungry Horse project is becoming a thorn in our 
side on this very point. 

The project began operating in 1952 and at the time that the 
preference was invoked for os of power in Montana, the bulk of 
the power was sold to industry which had a logical basis in that it 
woul have taken expensive transmission lines to bring the power out 
of the State anyway. 

But over and above the sales to industry, the Administration en- 
tered into a 50,000-kilowatt firm power contract with the Montana 
Power Co. 
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‘The company’s system is primarily east of the mountains so that 
‘the Montana Power Co. was allowed to use or misuse this geographi- 
‘cal preference in the Hungry Horse Act to take power from western 
Montana into eastern Montana; but our preference customers in east- 
‘ern Montana were denied the same privilege. 

Therefore, we think that the geographic preference in the Hungry 
Horse Act is a thorn in our side; that a situation exists that will 
‘some day have to be resolved, whereby the cooperatives in eastern 
— should at least have the same right that the Montana Power 

o. has. 

Senator Nevsercer. Is this not true, that ever since the Hungry 
Horse project was built, with respect to these 208,000 kilowatts, pri- 
vate customers in Montana have had preference over public agencies 
in Washington and Oregon? Is that correct or incorrect? 

Mr. Norwoop. Practically it has not been that way because Hungry 
Horse Dam represents such a small portion of the huge Federal sys- 
tem. We do not think that the Montana Power Co. contract has a 
superior status on the totem pole. We think it is lower on the totem 
pole than the requirements contract which all the preference custom- 
ers have in the region. 

The geographical preference, I would say—and I am just making a 
horseback opinion here—the geographical preference is a secondary 
preference. It is limited to Samer Horse power and it does not 
override the preference of the Bonneville Act itself. 

Senator Neusercer. In other words, it is your opinion that a pub- 
lic utility district in the State of Washington can withdraw those 
208,000 kilowatts from a private agency, from a private power com- 
pany. in Montana. 

Mr. Norwoop. Not with respect to Hungry Horse power. 

Senator Nreupercer. That is what I am talking about, Hungry 
Horse power. 

Mr. Seinen I would say probably not. 

Senator Nevusercer. So in other words there is a very substantial 
amendment of the preference clause in the Hungry Horse project in 
that there is the geographic reservation for Montana by which pri- 
vate companies in Montana have preference over public agencies in 
Washington and Oregon, with respect to the energy generated at site 
at Hungry Horse Dam. Isn’t that true? 

Mr. Norwoop. I think there is an overlapping area of these two 
laws there, and I am inclined to think that your opinion is correct. 

Senator Neusercer. I want to go on to another geographic reserva- 
tion which was proposed but did not become law. ! 

The Northwest Public Power Association and all of the public 
power groups in the United States, if I am not mistaken, supported 
the Hells Canyon bill of the 85th Congress, S. 555; is that not true? 

Mr. Norwoop. Yes, sir. 10 a) 

Senator Neusercrer. And they deeply regret, as do I, that it did 
not become law; is that correct ? 

Mr. Norwoop. Yes, sir. es) 

Senator Neusercer. If I am not mistaken, in that legislation 
500,000 kilowatts of power from proposed Hells Canyon Dam were 
set aside’ for use in the State of Idaho; is that correct? 
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Mr. Norwoop. The wording was just slightly different. It was set 
aside for use throughout the State of Idaho and parts of eastern 
Oregon, which are in the Snake River Basin. 

Senator Neusercer. But it was in the general service area of the 
Idaho Power Co., if I am not mistaken, that they generally serve. 

Mr. Norwoop, Yes, sir; it would have included all of Idaho Power 
Co.’s service area. 

Senator Neusercer. Under that bill, the Hells Canyon bill, had it 
become law, the Idaho Power Co. would have had a superior prefer- 
ence and priority for those 500,000 kilowatts to a PUD or REA or 
maanalty owned customer in western Oregon or western Washing- 
ton; isn’t that true? 

Mr. Norwoop. Yes; it would have had a preference. 

However, not over the preference customers within, I hope, but 
only those outside of that area. 

Senator Nreusercer. That is true, but the Idaho Power Co. could 
not have prevailed over an REA or a city system in Idaho, but it could 
have prevailed over any city system, REA or PUD in western Oregon 
or western Washington ; isn’t that correct ? 

Mr. Norwoop. Yes, Senator. 

To completely answer, I think we should also emphasize that in- 
dustry enjoyed a peculiar preference position here also. In one re- 
spect, industry has a very special preference, in that the withdrawal 
clause does not apply to industry, so that once the Administration 
signs a contract with industry, it is a firm contract and even public 
agencies cannot withdraw that power from industry until that firm 
power contract has run its 20 years. 


Senator Neusercer. That applies equally, however, all over the 
region. 


Mr. Norwoop. That applies uniformly over the ae but the 
i 


particular industrial preference which is completely within the discre- 
tion of the Administrator is ahead of the service to the private utili- 
ties. 

Senator Neusercer. Now, is this not true also: 

When Congress passed the Rivers and Harbors Act with its pro- 
visions for the Missouri Basin last year, 50 percent of the 450,000 kilo- 
watts to be generated at Big Bend Dam on the Missouri River were 
reserved specifically for the State of South Dakota and this also 
notwithstanding the preference clause ? 

Mr. Norwoop. That is correct. 

Senator Neusercer. And in the Priest Rapids legislation passed in 
1953 or 1954, some 1,400,000 kilowatts were removed from the Federal 
preference system on the Columbia River so that the Grant County 
Public Utility District could construct these dams; is that not correct ? 

Mr. Norwoop. Well, that is correct with respect to all non-Federal 
projects. Whenever any agency builds a project, they have a prefer- 
ence to the power, and here the deauthorization of the Priest Rapids 
Dam not only excluded it from the Bonneville Act, but in addition, the 
Priest Rapids Deauthorization Act gave a special preference for a 
ey portion of the power to the State of Oregon and even some 
to Idaho. 

Senator Neugercer. That is correct, but the basic fact I am getting 
at is this: Priest Rapids had been authorized as a public project. This 
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meant that, if they were constructed there, the power went into the 
public preference system. They were deauthorized as Federal projects. 

If I am not mistaken, the public power groups in the Northwest 
—— their deauthorization. 

his meant that that amount of power, 1 million, nearly 1,400,000 
kilowatts, was removed from the Federal preference system. 

Would that be correct ; is that a fair statement, Mr. Norwood ? 

Mr. Norwoop. Yes, sir. 

Senator Neusercer. The point I am trying to get at, Mr. Norwood, 
and I think the record should show, and I want you and your people 
to understand this: 

I have always believed in the preference clause. I would not have 
proposed the modification which exists in S. 1927 if I had not seen 
all the modifications of the preference clause to which I can refer, 
to which I have been referring, and more besides. 

In other words, I am one of the Senators from the State of Oregon. 
I do not think that I would properly or effectively serving my State 
if I did not seek for them the same modification in the preference 
clause which has gone to Montana, to Washington, to South Dakota, 
and which was proposed by the public power groups for Idaho. 

And actually, it seems to me that the epee to modify the prefer- 
ence clause in S. 1927 is far more modest and far less stringent than 
that which has been supported by the public power groups in some 
of these other situations. That is, I am perplexed by the position 
of the Northwest Public Power Association on this very modest provi- 
sion in S. 1927 which would just seek to keep any one State from 
monopolizing the power. 

Mr. Norwoop. Without going over the entire discussion which took 
place at our board of trustees meeting at the annual membership meet- 
ing, I would say that one of the compelling arguments was the fac‘ 
that now that we are beginning to have some experience under the 
geographical preference clause in the Hungry Horse Act of 1944, we 
are beginning to have some serious second thoughts about what we 
originally went along with, and if this means we have to publicly 
admit that we were in error, we are publicly admitting that we were in 
error. 

The Hungry Horse Act preference clause is not working out as well 
as we had hoped it would. We think it has actually operated to the 
benefit of the Montana Power Co., to the disadvantage of the coopera- 
tives in eastern Montana. 

So here we have a peculiar situation where it looks to us like the 
Federal Government is selling low-cost power to the Montana Power 
Co. in order to strengthen the position of that corporation in its com- 
petition against our cooperatives in eastern Montana. 

Senator Nrusercer. Now, in view of the fact that your organiza- 
tion may have second thoughts on Hungry Horse, I want to ask you 
about the bill for authorization of the Knowles-Paradise project in 
the State of Montana. This bill, if I am not mistaken, is sponsored 
by the two distinguished Senators from Montana. 

I further understand that the entire amount of energy to be gen- 
erated at the site of the Knowles-Paradise Dam is set aside for the 
State of Montana. This would be somewhere between 256,000 kilo- 
watts and 432,000 kilowatts, depending on the exact location of the 
project. 
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Now, does your organization intend to oppose that bill ? 

Mr. Norwoop. Senator, independent hearings are likely on this bill 
this fall, and it will certainly present a problem to us. I think the 
distinction we would like to make at this time is that certainly we 
recognize that there is inefficiency in moving power great distances, 
and that there is an advantage, particularly with respect to industrial 
sales, in locating industries close to the dam. So, to some extent, this 
takes care of itself just as the Anaconda plant at Hungry Horse and 
sree Chemical Co. plant at Silver Bow took advantage of Hungry 
Horse. 

I believe the sponsors of the Knowles Dam bill are primarily inter- 
ested in the industrial development of Montana. I think that there 
should be an accommodation to take the into account. 

Secondly, the preference customers of all of Montana should have 
a right to Knowles Dam power ahead of any private utility. I think 
that is one of the main contentions we have in the Hungry Horse case, 
that the cooperatives in eastern Montana do not have the same rights 
that the Montana Power Co. has. 

Beyond that, I think the rest of the region will get its main benefits 
from the Knowles Dam just as we do from Hungry Horse; that the 
downstream benefits are so much greater than the at-site power; that 
the relative appropriations tend to make this a minor issue. 

Senator Neusercer. I feel that the proposal recommended by the 
able Senators from Montana is reasonable. I just seek in S. 1927 to 
give us the same, or somewhat the same, breaks to Oregon as they 
have sought to give in their Knowles Paradise bill to Montana. 

Before you leave the stand I just want you gentlemen to realize this 
one major fact: Had the preference clause remained unviolated and 
undisturbed, I would not have proposed the inclusion in S. 1927 of 
the provision against any geographical monopolization and concen- 
tration of power. But it has been extensively modified for various 
States and local areas. And I just can see no justification and fair- 
ness why a somewhat parallel modification should not be made for the 
benefit of the State of Oregon. 

I want you to know that I personally appreciate the leadership 
you have shown in the creation of the plan for a Bonneville Power 
Corporation. I believe it is fair to say that you have been a pioneer 
sponsor of this plan, and that without your creative leadership the 
proposal would not be as far along today as it is. 

I want to thank you very much for being here. 

Mr. Norwoop. Thank you. 

(The exhibits presented by Mr. Norwood are as follows:) 


EXHIBIT 1 
[From the Oregonian, May 28, 1959] 
BONNEVILLE CORPORATION FAIR TO ALL 


A sound pattern for self-financing of Federal power generation and distribution 
in the Pacific Northwest now has emerged. The measure introduced May 13 by 
Senator Richard L. Neuberger, Democrat of Oregon, as S. 1927 is a logical 
and vastly improved successor to earlier proposals. It was drafted chiefly by 
counsel for the Department of Interior (although the Eisenhower administra- 
tion has not yet given the bill its blessing). 

S. 1927 is a substitute for S. 3114, which was introduced by Northwest Sena- 
tors last session by request of the Northwest Public Power Association. It also 
replaced a “committee print” drafted by the staff of the Public Works Commit- 
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tee on which hearings were held in Oregon, Washington, Idaho, and Montana 
last December. 

The new bill, on which hearings are expected in late June or July, would 
change the Bonneville Power Administration, an agency of the Interior De 
partment which sells at wholesale the power generated at Army Hngineers and 
Bureau of Reclamation dams, into the Bonneville Power Corporation. 

Bonneville Power Corporation could use its own revenues and could sell up 
to $1,100 million in revenue bonds to the U.S. Treasury to provide the power 
financing for new hydroelectric projects to be built, as now, by the Army 
Engineers and Reclamation Bureau. It would thus reduce the need for ap- 
propriations from Congress. The Corporation also would provide its own 
financing for transmission lines and substations. It could build its own 
thermal plants to help balance the hydro power load. And, when nuclear power 
becomes feasible, it could build these reactors. 

The most important change in S. 1927 from the earlier versions is to give 
the Bonneville Power Corporation a “utility responsibility” to meet the “net 
wholesale electric power needs of all distributors or consumers within the 
Pacific Northwest who desire and are willing to enter into contracts to purchase 
power from the Corporation.” 

Thus, the Corporation would be obligated to anticipate and provide for serving 
the requirements of private utilities as well as public-owned utility preference 
customers and industries. But in pledging to meet the “net wholesale” needs 
of utility customers, the Corporation would in no way inhibit their right and 
obligation to provide for themselves, in their own projects, as much of their 
needs as feasible. 

The “utility responsibility” clause goes a long way to counteract apprehension 
in Oregon, Montana, and Idaho—in which private utilities dominate—that 
eventually the regional power system will become a State of Washington system, 
in effect, through operation of the Bonneville “preference and priority” clause. 
The latter gives publicly owned utilities, which dominate in Washington, first 
and last call on Federal power. But S. 1927 not only requires the Bonneville 
Power Corporation to meet all net wholesale needs, it gives it the revenue- 
bond financing to make good on the obligation. 

As an additional obligation to achieve regional distribution of Federal power, 
S. 1927 adds this language: 

“In order to promote the diversified agricultural, industrial, and economic 
development of the several States of the Pacific Northwest it is hereby declared 
to be the policy of the Government to distribute electric power equitably 
throughout the States of the Pacific Northwest so that there will be no un- 
reasonable geographic concentration thereof.” 

This may be considered a slight modification of the preference clause, and as 
such has stirred some opposition among public power spokesmen. But like 
the preference clause, it would come into play only if the Corporation failed in 
its obligation to meet the net wholesale requirements of the region. It is some 
assurance to Washington’s neighboring States of fair treatment in event of a 
power shortage. But it far outweighed in importance by the public utility re- 
sponsibility the new Corporation would assume. 

It just does not make good sense that public power advocates should stand 
rigidly on a law which would permit a public agency monopoly of Federal 
power. The preference clause was designed to prevent a private utility 
monopoly of Federal power, and it did. But neither should seek monopoly. 
The Northwest could unite on this bill if the competing elements in the power 
industry are willing to give a little. The result would be a firm guarantee of 
plenty of power at the lowest possible cost for all consumers. 


ExHrsitT 2 
{From the Sunday Oregonian, Dec. 28, 1958] 


SoME POINTs OF ERROR 


Business Week magazine’s review of the electric power situation in the Pa- 
cific Northwest, December 20, includes some misstatements about the new Co- 
lumbia River Development Corporation bill to be introduced in the coming ses- 
sion of Congress. 
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The proposed regional Corporation, the magazine said, would “absorb Bon- 
neville and all other Federal dams, run them, and plan further projects.” This 
is in error. The Corporation would absorb the Bonneville Power Administra- 
tion, the transmission and marketing agencies of the Federal power system. It 
would not absorb nor “run” Bonneville Dam or any other Federal dams built 
and operated by the Army Engineers and Bureau of Reclamation. 

The Corporation would provide money to build the power facilities of new 
dams, but the existing construction agencies—the Army Engineers and Rec- 
lamation Bureau—would participate in the planning and would build and oper- 
ate the dams and powerhouses. The Corporation would transmit and sell the 
power at wholesale, as BPA does now. The essential difference is that the Co- 
lumbia River Development Corporation would obtain financing by sale of rev- 
enue bonds for power facilities. Congress, however, would continue to appro- 
priate money for navigation and flood-control costs—traditionally ‘“nonreim- 
bursable.” 

The magazine appears to give validity to the argument of some opponents of 
the regional corporation, i.e., that the Northwest now has a power surplus, 
and that “all the dams the Northwest needs are either built, building, or li- 
censed.” 

There is a temporary surplus of power, accumulated as new public and pri- 
vate projects were completed in a bunch and the aluminum industry re 
duced production due to market conditions and national recession. But BPA 
still is unable to grant firm contracts over long-term periods for big new in- 
dustrial customers. Hence, the surplus is not doing much to increase industrial 
activity because of the lack of continuity in future planning and financing of 
powerloads. 

It is not true that “all dams the Northwest needs are either built, build- 
ing, or licensed.” Far from it. The new major water plan of the Army Engi- 
neers, and a Federal Power Commission study, show that only one-fourth of 
the Columbia Basin’s hydroelectric capacity of 40 million kilowatts is on the 
line or in sight. These studies show that only one-third of the full develop- 
ment goal for flood control—or less than one-half the minimum storage goal— 
has been obtained or is assured. 

Power, flood control, and navigation benefits are achieved in the Columbia 
Basin by construction of the same, multiple-purpose projects. In a majority of 
eases, these joint-use projects are accepted as a Federal responsibility. Pow- 
er demand of the region doubles about once in 10 years. The so-called sur- 
plus of power is not going to last very long, unless the Northwest accepts eco- 
nomic stagnation. 

A less important error in Business Week’s story is an editorial statement 
that Secretary of Interior Fred Seaton’s “pet” is Nez Perce Dam, a proposed 
project left out of the Army Engineers’ recommendations because it would bar 
the Salmon River to fish migrations. Mr. Seaton has vigorously opposed that 
project. He wants the Bureau of Reclamation to build Pleasant Valley Dam in 
the Snake River above the mouths of the Salmon and Imnaha Rivers. The Army 
Engineers recommended a high Mountain Sheep Dam in the Snake above the 
Salmon River but below the Imnaha. Mr. Seaton, in fact, has called for a 
moratorium on dam building below the Imnaha, until fish passage problems are 
studied more thoroughly. 

These observations on Business Week’s article are made only to help keep 
the record clear at a time when the Senate Public Works Committee is draft- 
ing the final form of the Columbia River Development Corporation bill to be 
introduced in February. 


ExHIsIT 3 
{From the Oregonian, Dec. 10, 1958] 


Power PLAN CLARIFIED 


The public hearing in Portland Monday on the Senate bill to incorporate the 
Federal power system in the Pacific Northwest helped to clear the air. These 
things were evident: 

1. The proposed Federal Corporation is not the socialistic monster it has 
been branded by private utility spokesmen and other opponents. It is a rela- 
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tively simple plan to incorporate the Federal Bonneville Power Administration, 
the power marketing agency, and give it authority (under congressional con- 
trol) to sell revenue bonds up to $750 million to pay the power costs of projects 
to be built by the Army Engineers and Bureau of Reclamation. 

2. The new Columbia River Development Corporation would be charged with 
so scheduling generation and so distributing it that monopolization of Federal 
power by the large and numerous public agencies in the State of Washington 
would be discouraged. But even in times of shortage, if any, the public power 
preference clause would operate within a State. A public agency in Washington 
could not, however, withdraw power scheduled for and contracted to a private 
utility or industry in Oregon. 

3. The Corporation will be wholly a planning, financing, and power wholesal- 
ing agency, under the direction of a board of Northwest residents and a manager 
all appointed by the President with consent of the Senate. It would be barred 
from condemning any distribution utility. It could not engage in the selling of 
power at retail. Thus, unlike TVA, private and public utilities would continue 
to serve their customers and expand in their own areas—depending, as now, on 
the will of the people of their communities. The Northwest would not become 
a “public power empire” by virtue of anything in this bill. 

4. Any time the States of Oregon, Washington, Idaho, and Montana can 
settle their political and economic disagreements and set up an interstate 
compact with authority to do the job, a Columbia Interstate Compact Commis- 
sion could take over the Federal Corporation and continue the power develop- 
ment program in partnership with Congress. 

5. The Federal Corporation would not have the authority to “veto” licenses 
or appropriations for any hydroelectric, irrigation, fishery, or other water-use 
project not sponsored by the Corporation. It could intervene as can any 
Federal agency now. For all Federal projects, Congress would have the deter- 
mining voice. For utility dams, the Federal Power Commission would have 
the same licensing power it has today. 

6. The Columbia River Development Corporation would not take over and 
operate existing Federal dams such as Bonneville, McNary, Grand Coulee, ete. 
Nor would it build any new dams. It would merely assume an obligation, 
through self-financing and sale of power at wholesale, to repay the power 
costs of the existing dams (as BPA now does) and to finance the power costs 
of new Federal dams. 

7. The Corporation, with consent of Congress, would, however, be empowered 
to construct thermal projects—using nuclear or other fuels—to strengthen the 
Federal system. No Federal agency can do that today. Yet 114 million kilo- 
watts of energy cannot be sold as firm power because of the fluctuations in flow 
of the Columbia River and its tributaries. Thermal power has been neglected 
in the Northwest. It would give the region year-round power for its industries. 

The committee draft of the original bill has been improved and simplified. 
Some of the language of the bill needs to be clarified, and this will be done 
before the bill is reintroduced in the next session. Public opinion of this pro- 
posal, so important to the Pacific Northwest, should not be unduly influenced 
by the continuing opposition of the private utility lobby which has yet to offer 
a specific amendment or constructive suggestion. 


EXHIBIT 4 
{From the Oregonian, Dec. 5, 1958] 
SELF-FINANCING NORTHWEST POWER AGENCY 


The thoroughly redrafted bill to establish a self-financing Columbia River 
Development Corporation deserves the widest public interest and support. It is 
a far better instrument for continued Federal development of major multiple- 
purpose projects than now exists in the hodge-podge of agencies, conflicting 
plans and stop-start congressional appropriations. 

Northwest hearings on the committee draft of the regional power corporation 
bill will open at the Interior Building in Portland at 9:30 a.m. Monday. Ad- 
ditional hearings will be in Seattle, Couer de’Alene, and Kalispell on succeeding 
days. Oregon’s Senator Richard L. Neuberger will conduct the subcommittee 
hearings for the Senate Public Works Committee. 
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The new draft is a return to an earlier concept of what a Federal corporation 
in the Northwest should be. We think it is essentially fair to all interests and 
corrects some of the inequities now inherent in distribution of Federal power 
among the States. 

Basically, the proposed Columbia River Development Corporation will be a 
planning, financing and power-transmitting agency. It will absorb the Bonne- 
ville Power Administration, which is solely a marketing agency with no financial 
or construction authority. But the power financing obtained from issuance of 
not more than $750 million in revenue bonds will go to the existing Federal 
construction agencies, the Army Engineers and the Bureau of Reclamation. 
Advance planning will be the cooperative obligation of all these agencies, with 
the power corporation—with consent of Congress—having the dominant voice 
in the scheduling of generation. 

The heart of the matter is that the Columbia Basin would be given an agency 
with the clear obligation to foresee in advance and to provide, through its own 
financing ability, the electricity the region must have. 

The Bonneville Administration now projects power needs and asks Congress 
to build dams. But it has no right itself to provide financing. The Congress 
occasionally is generous, but more often niggardly in the appropriation of funds 
for the Northwest projects. There is a fight for every dollar, and political tides 
are stronger than economic realities. 

The Northwest power system can stand on its own feet. Low interest fi- 
nancing can be obtained either by sale of bonds to the U.S. Treasury or to pri- 
vate investors. The investment in this region’s power system can be removed 
from the national debt and repaid entirely from revenues. Power scheduling 
would be such that the Northwest will not have to turn industries away. An 
adequacy of power will give publicly owned utilities and privately owned util- 
ities the same opportunity to buy electricity at wholesale from the Federal 
system and encourage industrial expansion and diversity in their areas. 

One of the great forward strides in the committee draft of this Senate bill 
is that it directs the Columbia River Development Corporation to meet the net 
power requirements of the entire region. That is, it is obligated by law to pro- 
vide enough power at wholesale rates to any utility—public or private—or any 
industry unable to supply its own needs. It does not in any way inhibit the 
right of utilities to provide their own generation. This draft removes entirely 
the ill-advised section of the early bill giving the Federal corporation a veto 
right over other projects. 

This utility responsibility clause should be enough to assure the largely pri- 
vate-power States of Oregon, Idaho, and Montana that Federal power will not 
be hogged by the largely public-power State of Washington. But to make this 
more certain, the new bill contains an insufficiency or antimonopoly clause. 
This guarantees an equitable distribution of power among the member States— 
in the event of a shortage—to prevent any unreasonable geographic concentra- 
tion. 

The rights of irrigation are fully protected. State water rights could not be 
overthrown. There would be no interference with the Bureau of Reclamation. 
As before, the assignment of a portion of power earnings to assist irrigation 
would be the responsibility of Congress. Nothing in this bill would inhibit the 
authority of Congress to establish a Columbia basin account to pool power 
revenues to help irrigation projects. 

In short, this is a bill to bring order out of disorder in Federal development 
of the Columbia Basin. The only agency that would be swallowed would be the 
Bonneville Power Administration, which was set up on a temporary basis in the 
1937 act. The Columbia River Development Corporation would stand on its 
own financial feet. We think it would be of great benefit to the Northwest. 


Exnuisit 5 
[Lewiston, Idaho, Morning Tribune, Jan. 17, 1959] 


CALM APPROACH TO RIVER BILL 


The explanation of the proposed Columbia River Development Corporation 
presented to the Lewiston Chamber of Commerce Thursday by Herbert Lundy 
of Portland was a welcome contrast to the bombast which heretofore has ob- 
cured this proposal in Idaho. 
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Lundy, editorial page editor of the Portland Oregonian, told his audience at 
the outset that he didn’t come to Lewiston to expound on what the proposed 
corporation would not be. Therefore, he did not waste time in debating the 
merits of a Tennessee Valley Authority, a Columbia Valley Authority, or any 
of the other systems of river development supervision which the proposed cor- 
poration would not be. Instead, he discussed factual and dispassionate terms 
what the corportion would be designed to accomplish. 

‘It has the simple purpose,” he said, “to convert the Bonneville Power Ad- 
ministration into a Federal corporation, to allow the corporation to sell revenue 
bonds up to $750 million and to use its power revenues to finance hydroelectric 
power projects to be built, as they are now, by the Army Engineers and the 
Bureau of Reclamation.” 

Lundy noted that the bill to create the corporation is still under revision. 
He advised his listeners to ponder the general objectives of the proposal now, 
but to wait until they have a specific congressional bill to examine before they 
pass specific judgment. As he outlined in general terms the broad objectives of 
the proposal, he pretty well demolished many of the hysterical arguments which 
have diverted attention in Idaho from the stated purposes of the plan. 

In essence, as Lundy noted, this idea is designed to give the Pacific North- 
west some do-it-yourself initiative in building Federal dams. Instead of going 
to Congress every year for appropriations which become steadily more difficult 
to obtain, the supporters of Ice Harbor Dam, for example, could present to Con- 
gress this argument: “We can sell on the market revenue bonds to finance the 
power features of this dam, because it will be a self-liquidating project which 
will pay for itself, plus interest. So we won’t have to ask you for the money 
to build these features right now, since you are concerned about building missiles 
instead. All we need from you is a relatively minor appropriation for the non- 
repayable navigation phases of the dam, plus your approval of our plan to build 
it.” 

The details of the proposal naturally are complex—simply because any plan 
to harness Northwest river resources must be complex. But the details should 
be pondered in relation to this simple, essential objective of the proposal. The 
fog of propaganda which has arisen against the proposal in Idaho should not 
be allowed to hide the basic purpose of the plan. 

An. illustration of how difficult it is to fight the phantoms that have been 
introduced into this debate might be offered in terms of a recent exchange 
of editorial opinion in Idaho. This newspaper recently suggested that wit- 
nesses on the bill at a Coeur d’Alene hearing gave testimony that was remark- 
ably irrelevant because they were endorsing or opposing theories of resource 
management which are more sweeping than those envisioned in this plan. We 
observed that the proposal assumes that there will continue to be private and 
public power dams in the Northwest and was concerned chiefly with the orderly 
financing of public dams. 

Whereupon, one of our newspaper neighbors rather loftily observed that we 
might well hope that private power would continue to function in the North- 
west, but there is nothing in the bill to assure it. 

How does one answer an argument like that? There is nothing in the bill 
to assure that President Eisenhower will not drop Secretary of State John 
Foster Dulles off the top of the Washington Monument before his term expires, 
either, but it is not the purpose of the bill that this should be done. There is 
nothing in the bill to assure that Grand Coulee Dam would not be dismantled 
and shipped to Russia, but that is not the objective of the measure. 

The proposal should be judged on what it proposes to accomplish in relation 
to the existing public and private patterns of power management which would 
continue after the corporation began to operate. It should not be judged by 
a — of irrelevant objectives or fears that it would not achieve or lay 

res 

The private power companies, who have led the opposition to this proposal, 
seem to be reverting to a pattern of propaganda we had hoped they had aban- 
doned. Their furious, intemperate, irrelevant denunciation of this plan reflects 
a throwback to days better forgotten. 

Also, they have been talking out of both sides of their mouths. On the one 
hand, they have argued that private power must have key damsites on major 
streams which clearly should be reserved for multipurpose management because 
Congress simply can’t supply the money fast enough to develop these sites as 
quickly as they are needed. On the other hand, they are now denouncing as 
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dictatorial a simple, mild plan to help supply the money needed to build these 
dams on schedule without having to wrangle each appropriation out of Con- 
gress every session. ‘ 

There may be valid objections to the Columbia River Development Corporation 
bill when it is finally submitted to Congress for consideration. Certainly it 
should be examined carefully for faults. But it should be considered on the 
basis of what it is designed to accomplish with a minimum of propagandistic 
fogging of the issue. Lewiston has been fortunate to have had the issues 
capably presented here for examination on that basis.—B. J. 


EXHIBIT 6 
[Grand Coulee Star, Dec. 28, 1958] 
HAVE THE Days oF OBJECTIVE ReporTING HIt AN ALLTIME Low LEVEL? 


We have followed with great interest the pros and cons of the hearings being 
held on the proposed Federal agency to incorporate the development of the 
Columbia River system. Members of the Senate Public Works Committee have 
held these “public” hearings in the Northwest. The bill, in part, reads: Would 
assist in the fullest practicable comprehensive development and conservation of 
the resources of the Columbia River and tributaries, strengthening the national 
defense and promoting the general economic welfare of the Pacific Northwest 
and the Nation. 

We were shocked to read the manner in which these hearings were reported 
and could not help but wonder what has happened to the days of objective 
reporting. Nothing but opposition to the bill was reported, and news columns 
stuck more to editorial comment and did little toward showing both sides of 
the controversy. 

We feel that the majority of the people could not be represented personally 
at these hearings. We feel that the reporting on these hearings by newspapers, 
mostly controlled by persons outside of the Northwest who are interested in 
private power only, was extremely biased. According to our rules of journalism 
we should present both sides of a controversy. Especially one that deals directly 
with human welfare. 

It is just inconceivable that any elected Senator or Representative of the 
Northwest favoring this legislation would do anything to harm his area's re- 
sources. How childish do the private interests think we are? In reading 
accounts of the hearings, those favoring the bill were made to appear lost in a 
minority cause. This is an insult to the integrity of voters who had duly elected 
these same Representatives. We can think of no one who voted for a newspaper 
to represent them personally. It will seem that the elected official should still 
represent the majority or the “little man.” 

This type of reporting smacks highly of 25 years ago when, if certain people 
and newspapers had their way, this wonderful Grand Coulee Dam and associated 
projects would have been a fool’s dream. Imagine your Northwest without the 
aid of Federal Government funds for its development. 

And remember this, “country folks,” even though you are not from a big city 
and are not a “big wheel” you still have the same rights as those who are 
pretending to represent you by what they personally want to report. We would 
like to have you study this river bill plan. These people who do not have the 
fortitude to let their names appear on the articles they write—who are they 
and who do they represent? 


EXHIBIT 7 
[Northwest Public Power Bulletin, November 1958] 


CHAMBER ATTACK Bares Issue oN POWER 


The lengthy and fallacious attack of the U.S. Chamber of Commerce upon 
the Tennessee Valley Authority, described elsewhere in this issue, calls attention 
to the antipublic interest activities of the Chamber. 

The TVA smear, entitled “TVA :’ What's’ Next?’, was an ambitious project of 
the U.S. Chamber’s natural’ résbartes ‘committee. It is an example of what 
this nationwide organization is doing in its attempt to undermine the principles 
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of consumer-owned power and resultant benefits to the people of this country. 

Incidentally, the TVA Board of Directors is to be commended for its prompt 
and comprehensive public repudiation of “T'VA : What’s Next?” 

We call attention to this line of Chamber hokum not just because it is an 
attack on a public power system, but because it sets the pattern for a general 
campaign against consumer-owned power. It is a campaign of long standing, 
and, we fear, one which will increase in intensity. 

Our own Columbia River Development Corporation bill has encountered its 
share of U.S. Chamber opposition so far. The big guns are undoubtedly ready 
to shoot when the Senate Public Works Committee opens hearings on Senator 
Richard L. Neuberger’s redraft of the bill this December. 

Hearings will be held December 8 in Portland, December 9 in Seattle, Decem- 
ber 10 in Coeur d’Alene, and December 11 in Kalispell. This is our chance to 
be heard on the record. 


ExHIBIT 8 
[Northwest Public Power Bulletin, November 1958] 


TVA Boarp Biasts CHAMBER DIATRIBE—F'ALSIFICATIONS LAID BARE BY 
DIRECTORS IN PROMPT REBUTTAL 


A recent “study” by the United States Chamber of Commerce, designed to sub- 
stantiate the chamber’s proposal for a sellout of the Tennessee Valley Authority, 
provoked a prompt reply from the TVA Board of Directors, which blasted the 
farcical chamber of commerce statement with a categorical rebuttal. 

The chamber’s 44-page “objective appraisal” of the TVA, entitled “TVA: 
What’s Next?” purported to justify the repeated chamber of commerce proposal 
for Congress to authorize and encourage purchase of TVA power facilities by 
local non-Federal organizations. 

The chamber also recommended that the Corps of Engineers operate TVA 
dams, that the FPC raise TVA power rates “to cover all hidden costs,” and that 
the sole supplier clause be eliminated to allow power companies in the TVA 
service area. 

“TVA: What’s Next?” was released August 30. The next day, the TVA Board 
came back with a point-by-point repudiation of the chamber diatribe. 


BOARD TALKS BACK 


The Board termed the chamber of commerce attack “unreliable and biased,” 
and said it “is based on fundamental misconceptions of congressional policy and 
TVA administration. It constitutes a misrepresentation of TVA and a disservice 
to the general public and the members of the United States Chamber of Com- 
merce.” 

Some of these members—local chambers of commerce in the TVA area—also 
balked at the national chamber’s smear. Officials of chambers of commerce in 
Knoxville, Memphis, Nashville, Murfreesboro, and Lebanon, Tenn., have stated 
they are not in favor of the United States Chamber’s anti-TVA policy. 

“In its attempt to make the sound financial practices on which this system has 
been operated appear subsidized, the report makes unreasonable assumptions as 
to interest and taxes,” the Board declared. 


FALSE FACTS CHALLENGED 


“The report uses calculations based upon obscure sources,” the board charged 
at another point in its rebuttal. 

A TVA critique of the chamber manifesto issued with the Board statement 
challenges the errors page by page and summarizes the many distortions of fact. 

“ ‘Objective appraisal of the facts may assist others * * *’ says this publication 
on page 1. And with this verbal gesture any claim on the part of the publication 
to ‘objectivity’ virtually ends,” the TVA appraisal begins. It claims the chamber 
publication : 

“Applies different criteria to the Tennessee Valley development than to other 
river developments. 

“Takes statements and facts out of context and out of time sequence. 

“Fails to report: pertinent facts.and.-to. give both. sides of controversial 
questions. 
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BENEFITS MINIMIZED 


“Erroneously minimizes navigation and flood control benefits in order to claim 
that power operations are ‘subsidized’ by investment allocations to these 
purposes. 

“Attempts to create ‘costs to the taxpayer’ by hypothetical assumptions as to 
interest and taxes that are both unreasonable and unwarranted. 

“Uses calculations based on obscure sources that cannot be checked for 
validity. 

“Minimizes TV A’s contributions to the national defense. 

“Fails utterly to recognize the congressional directives to TVA to see that 
power is distributed widely and at low cost and to achieve ‘the fuller and better 
balanced development of the resources of the region.’ 


NO PUNCHES PULLED 


“The publication, in short, is unreliable and biased, not merely useless but 
actually harmful both to the general public and to the members of the chamber 
who presumably depend upon it for accurate information upon which to make deci- 
sions concerning their business affairs.” 

The fact that the TVA Board, comprised of three Eisenhower-appointed mem- 
bers (Gen. Herbert D. Vogel, A. R. Jones, and Dr. F. J. Welch), took such a 
quick and firm stand opposing the chamber has evoked some comment in con- 
sumer-owned power circles. An NRECA release said the move “surprised many 
people.” An ECIC release called the Board’s action “one of the most heartening 
aspects of this episode. 


Exursit 9 
[Northwest Public Power Bulletin, November 1958] 


REGIONAL CORPORATION POLICIES CLARIFIED—REVISIONS OUTLINED AS HEARINGS 
NEAR ON CRDC REpDRAFT 


(By Gus Norwood) 


Work is progressing on a revised Columbia regional corporation bill. 

A new draft (No. 8) is to be available early in November. It will be the 
basis for the hearings at Portland, December 8; Seattle, December 9; Coeur 
d’Alene December 10, and Kalispell, December 11 by the Senate Public Works 
Committee. 

The revision will use the many helpful suggestions made in the 661-page 
record of the May 1958 hearings conducted by Senator Richard L. Neuberger in 
Washington, D.C. Many of these are housekeeping type suggestions and will not 
be reviewed here. 

The key policy issues, and the trend of thinking on each, are as follows: 

1. Who will build the dams? This is being clarified so that the Corps of 
Engineers and the Bureau of Reclamation will build the dams. This maintains 
the present status as to interagency relations. However, the Corporation will 
be authorized to build steam and atomic plants. 

2. Will the Corporation as a pewer agency dictate whether nonpower uses 
are or are not to be included as part of a multiple purpose project? No. This 
is being clarified so the multiple purpose authority rests in the dam constructing 
agency. This again avoids significant change. However, the bill will set up 
goals of comprehensive development. 

3. Should the board of directors be modified as suggested by the Bureau of 
the Budget to a five-man, part-time Board appointed by the President with 
the advice and consent of the Senate and a full-time manager who would also 
be appointed by the President with the advice and consent of the Senate? Yes. 
After much discussion of the Bureau of the Budget presentation, it would appear 
that this would be a reasonable working compromise. While our first choice 
has been for a full-time Board we recognize that a full-time Board would also 
bring certain problems which the Bureau of the Budget plan would avoid. 

Probably the salary of a Board member would be $3,000 per year 
plus.$50 per diem when on duty. Board members would subscribe to the feasi- 
bility and wisdom of the act. 
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4, Financing. Serious attention is being given to returning to the fourth draft 
which provided for revenue bonds to be purchased by the Secretary of the Treas- 
ury the first 5 years but may thereafter be sold in the open market or be pur- 
chased by the Secretary of the Treasury. 

5. Veto on new FPC licenses. This stringent section 7b has drawn con- 
siderable fire. It is almost identical to section 26 of the TVA Act. It is planned 
to drop this provision. It is felt that the corporation should be strong enough 
to make its views known in any proceeding before FPC so that a recurrence of the 
Hells Canyon incident can be avoided. 

6. Will the corporation have control over its rates? Yes. Under the present 
procedure that authority is in the Federal Power Commission with no right 
of public hearings or court review. This function is being transferred from 
FPC to the Corporation. Making rates is an essential management function and 
should be a duty of the Corporation. 

7. Who will make cost allocations? This is a tough problem. Our bill puts 
the duty fully in the corporation subject to approval by the President. We'll 
stand on that until a better plan is suggested. As a minimum the corporation 
must have a substantial voice in the making of cost allocations. No language 
change is contemplated. 

8. Will there be any conflict between the Army’s revised 308 report and the 
Corporation’ bill? No. The two should go hand in hand resulting in more 
orderly and expeditious construction. With good progress probably another 308 
review report may be needed soon after 1960 to get more projects recommended. 

9. Will there be a conflict over water rights between power and irrigation? 
No. The bill gives consumptive use of water a priority over power use. 

10. Will the Corporation’s budget be subject to review by Congress? Yes. 
The Government Corporation Control Act applies on budgeting, accounting, 
auditing, and reporting. Congress will exercise the same review as for other 
corporations. 

11. Is it true that the next draft will provide for repeal or weakening of 
the preference clause? No. There is much private utility pressure on this 
seore, but the private utilities are opposed to this bill anyway and are using 
their front organizations such as the Pacific Northwest Development Associa- 
tion to drum up opposition. This is unfortunate but true. 

12. Will the Corporation bill provide for meeting the public utility responsibil- 
ity for regional power supply? This is the $64 question and requires a careful 
answer. 

The answer is “Yes,” within the bounds of reason the Corporation should be 
able to meet the “net power requirements” of the region. The bill provides 
ample authority. Congress can still cut the budget program but this risk will 
be much less than under the present appropriations process. 

“Net power requirements” means after all resources of the region are taken 
into account. The propaganda that the Corporation will take over or stop non- 
Federal dams is false. The Corporation will in fact be a potential market as a 
purchaser of any surplus non-Federal power. This should especially facilitate 
non-Federal development of smaller sites. 


TESTIMONY NEEDED 


Copies of the revised bill will be mailed to all systems buying BPA power 
as soon as they are available. Each of these systems by now should have re- 
ceived a copy of the hearings. 

New testimony is needed especially on the economic importance of power de- 
velopment for improving the economy of the region. 

The goal of “full development” of water resources bears repeating. 

Suggestions for improving the bill are especially desired as the next draft 
will be further improved prior to introduction in the next Congress. 

Your suggestions, comments and advice will be appreciated on what should 
be included in the testimony which will be submitted by the Northwest Public 
Power Association at the Portland hearing December 8. 

If you cannot attend one of the four hearings, please send in a letter. 
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ExHrstr 10 
[Northwest Public Power Bulletin, January 1959] 


NEWEST CRDC BILL To BE INTRODUCED—HEARINGS PROMPT FURTHER CHANGES IN 
REGIONAL PLAN 


A thoroughly revised Columbia River Development Corporation bill will be 
introduced in the U.S. Senate early in 1959 as the outgrowth of 4 days of public 
hearings in the Pacific Northwest during December. 

The hearings have prompted three major changes from previous drafts of the 
bill, according to Senator Richard L. Neuberger. They are: 

Appointment of the Manager by the Board of Directors, rather than by the 
President; emphasis that the Corporation is not authorized to build, own or 
condemn dams, and liberalizing of terms for cooperation between Federal and 
non-Federal agencies. 

Senator Neuberger conducted the hearings December 8-11 in Portland, Oreg. ; 
Seattle, Wash.; Coeur d’Alene, Idaho, and Kalispell, Mont., compiling a record 
of public opinion for the Senate Public Works Committee. 


SHOWING SAID GOOD 


Consensus of those who attended all hearings was that proponents of the 
measure put up the best arguments. Support came from farm, labor, and con- 
sumer power groups representing thousands of individuals. Opposition came 
from privately owned utilities and their affiliates. 

Essentially, the regional corporation bill would establish a Federal corporation 
to plan, coordinate and finance the Government’s electric power system in the 
Pacific Northwest. The measure which Senator Neuberger contemplates intro- 
ducing in the 86th Congress will actually be the ninth draft of proposed Colum- 
bia River Development Corporation legislation. 

The first seven drafts were produced by the Northwest Public Power Associa- 
tion, the seventh introduced in the Senate last January, cosponsored by eight 
Senators, as 8S. 3114. The eighth draft, substantially revised by the Senate 
Public Works Committee staff, was the committee print upon which the Decem- 
ber 8-11 hearings were conducted. 


HEARINGS ENVISIONED 


Committee hearing on the ninth draft, following its introduction in the Sen- 
ate, is contemplated by Senator Neuberger before the Easter recess of Congress. 

The last of the four public hearings in the Northwest—the one in Kalispell, 
Mont.—was also the best. Organizations representing over one-half Montana’s 
population testified in favor of the regional corporation idea. 

Major groups were the Farmers Union, representing 16,000 families ; AFL-CIO, 
with 15,000 members; Mine, Mill & Smelter Workers, with 10,000 members, and 
the 42,000-consumer Montana Rural Electric Cooperative Association. Many 
other witnesses made the Kalispell hearing a real grassroots demonstration. 


SPEAKER MAKES POINTS 


Two telling points were made at the Kalispell session by Joe Crosswhite, vice 
president of the Montana AFL-CIO. “In Montana, many of our workers go 
hunting the year around—2 months we hunt for deer and elk and 10 months we 
hunt for jobs,” he said, pointing to the additional employment which would re- 
sult from enactment of the bill. 

Crosswhite was also among witnesses who referred to Hungry Horse Dam, 
pointing out that private utility witnesses and front organization representatives 
were using “the same old threadbare arguments that were used several years 
ago against Hungry Horse Dam.” 

Testimony recalled that Hungry Horse was built with 3 million acre-feet of 
upstream power and flood control storage, and 840,000 kilowatts of prime power 
benefits to the Columbia River Basin. Although not on the tax rolls, Hungry 
Horse Dam gave Flathead County its first stable, all-year industrial payroll in 
the Anaconda Aluminum Co. plant, and the county’s assessed valuation jumped 
from.$85:million to $84 million in the 10-year period ending in 1956. 
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OFFICIALS ON RECORD 


State officials of Washington and Oregon went on record favoring the regional 
corporation idea. Earl Coe, director of conservation, represented Gov. Albert 
D. Rosellini, of Washington, in advocating the principle. In Portland, an en- 
dorsement “in principle” from Republican Governor-elect Mark Hatfield backed 
up a reaffirmation of support from incumbent Gov. Robert D. Holmes. 

The four hearings were similar in that the line between advocation and oppo- 
sition followed a time-tested course. Consumer power, Grange, Farmers Union, 
and labor groups presented statements urging creation of a regional corporation, 
many offering suggestions for improvements to the bill, On the other side of the 
fence, private utility spokesmen, chambers of commerce, and so-called associa- 
tions issued forebodings of doom deriding the proposition as socialistic, unneces- 
sary, and in violation of various and sundry individual rights. No constructive 
criticism was offered, however, and modifications which were made in the bill 
over its form as S. 3114 expressly to pacify those on the private utility side of 
the fence still failed to exact any change in the smoke signals which came from 
the antiregional corporation camp. 

The three additional changes which Senator Neuberger proposes to make in 
the bill before introducing it in the Senate were proposed by the Northwest 
Public Power Association and the Washington Public Utility Districts As- 
sociation. 

DIFFERENCES TOLD 


The major way in which the committee print, or eighth draft of the bill, was 
changed from S. 3114 was the insertion of a strong public utility responsibility 
clause, which is being further revised to read: 

“The corporation is authorized and directed to schedule and construct or 
arrange for the construction of generating and transmission facilities, or to 
purchase and exchange power, so as to enable it to supply the net wholesale 
power needs of all distributors or consumers within the Pacific Northwest who 
desire and are willing to enter into contracts to purchase such power from the 
Corporation.” 

As a part of the public utility responsibility clause there is inserted in the bill 
an “insufficiency clause,” which insures that in the event there is not enough 
power to serve all proposed new loads, especially industrial loads, the Corpora- 
tion shall distribute future power so as to avoid “unreasonable geographic con- 
centration of the power sold.” 


PREFERENCE REMAINS 


The public preference clause remains in the bill. 

A major issue in the region is economic depression caused in part by an anti- 
industry policy of the Department of the Interior. The bill stipulates as one 
of its purposes “the promotion of the diversified agricultural, industrial, and 
economic development of the several States of the (Columbia) basin.” 

Authorization would be given the Corporation to sell revenue bonds to the 
U.S. Treasury at actual interest cost up to a limit of $750 million. Thereafter, 
bonds would go on the open market. If the region runs out of hydroelectric 
generation, the Corporation may construct steam and nuclear generating stations. 

While the private power interests attack support of the Federal power pro- 
gram by congressional appropriations, they likewise attack a measure which 
would make it self-supporting. This same contradiction may be seen in attacks 
on the TVA self-financing effort. 


FRONT ORGANIZATIONS SEEN 


An important part of the private utility strategy in attempting to provoke 
adverse opinion toward the regional corporation bill lies in the use of front 
organizations to parrot the line of attack. 

Striking similarity was noted in the arguments of such organizations pre- 
sented at the four hearings. Some of the wind was taken out of their sails, 
however, by testimony which detailed the activities of such groups. 

At the Kalispell hearing, Mrs. Frances Logan, chairman of the Committee for 
Paradise Dam, supplied the committee with a detailed brochure analyzing propa- 
ganda issued by the Upper Columbia Development Association. 
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NWPPA STATEMENT GIVEN 


At the close of the same hearing, the Northwest Public Power Association 
submitted an extensive statement, including an analysis of private utility domi- 
nation of the Pacific Northwest Development Association and other private 
utility influence fronts. Private utility contributions to State reclamation asso- 
ciations in the Northwest States, and to the National Reclamation Association, 
were documented. 

With these hearings a matter of record, and beneficial changes to be made in 
the bill before its introduction, the outlook is good for eventual creation of a 
Columbia River Development Corporation. 

The people of the Pacific Northwest will benefit. 


Exuisit 11° 
[Excerpts from the Congressional Record, May 14, 15, and 16, 1956] 


NIAGARA RIVER POWER DEVELOPMENT 


UXHIBIT 12' 
[Excerpt from the Congressional Record, May 13, 1959] 


BONNEVILLE POWER CORPORATION ACT PROVIDES METHOD To SPEED COLUMBIA 
BASIN PROGRESS 


Exnisit 13 


BPA WHOLESALE RaTES 


NORTIIWEST PuBLIC PowWER ASSOCIATION, INC., 
Vancouver, Wash., March 27, 1959. 


Hon. Frep A. SEATON, 
Secretary of the Interior, 
Department of the Interior, 
Washington, D.C. 

DEAR SECRETARY SEATON: The time is near for the quinquennial review of 
Bonneville Power Administration’s wholesale rates. 

The outcome of this review is of much concern to the consumer-owned elec- 
trie systems which comprise the Northwest Public Power Association. 

Of the 114 wholesale power customers of. BPA, the 75 public and cooperative 
distribution systems in fiscal year 1958 paid $23,570,000 into the U.S. Treasury, 
or 35 percent of BPA’s revenue. 

Our consumer-owned electric systems are unique. We operate on a non- 
profit basis and pass on to our consumers in the fullest manner the benefits 
made possible by the U.S. Columbia River Power System. We support full, 
multiple-purpose development of the Columbia River. We try to take a public 
interest point of view. 

Upon the advice of our wholesale rate committee our board of trustees has 
directed a study be made of the various factors which have operated against 
the Bonneville Power Administration on electric rates. 


RECOM MENDATION 


On the basis of our study we think the sound and prudent business decision 
is to retain the present level of BPA wholesale power rates for the next 5-year 
period in order to permit an opportunity for certain adjustments to take place 
which, we think, will increase revenues and will reduce imputed costs. 

Our optimism on overcoming the present depression in BPA’s financial pic- 
ture is based on a careful analysis which demonstrates that a marshaling of 


On file with the committee. 
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the favorable factors can improve the BPA wholesale rate picture by at least 
15 percent. 

These favorable factors can overcome not only the present depressed condi- 
tions, but also the anticipated higher costs of power from John Day, Ice 
Harbor, and other dams. Thus these factors can prevent a rate increase not 
only in 1959 but possibly in 1964. 

Although some of these factors may depend on remedial legislation such as 
our proposed regional corporation bill, we think most of the changes can be 
effected by administrative decision. 

Some of these administrative and legislative decisions may require one or more 
years to bring about. Fortunately BPA has accumulated a substantial surplus 
which can serve as a cushion during this period of adjustment. 


1. Three potential economies at Grand Coulee Dam 


The $12.8 million annual charge which BPA pays on behalf of Grand Coulee 
Dam contains three imputed costs which should be adjusted downward. 

Ever since Grand Coulee dramatically stopped the 1956 Columbia River flood 
it has been obvious that a significant portion of the project should be allocated 
to flood control. By law flood control is nonreimbursable and should not be 
charged to power users. Even if the time for making the change in allocation 
is postponed until all the fiood valves at Grand Coulee Dam are changed, the 
savings of perhaps $2 million per year can be anticipated. 

A second imputed cost at Grand Coulee Dam is the result of a foreshortening 
of the payout schedule on the power investment from the normal 50 years to 32 
years. This creates an unnecessary and arbitrary extra burden on power users 
of $1,900,000 per year. 

Here is a dam which should last at least a thousand years yet is scheduled 
for amortization on practically an FHA housing mortgage basis. Our request 
is extremely modest as we believe that a 100-year repayment period would be 
fully justifiable. Indeed bulletin F of the Internal Revenue Service allows a 150- 
year depreciation period for dams. Hungry Horse Dam is on a 150-year depre- 
ciation period basis although on a 50-year basis for payout purposes. 

The third imputed cost at Grand Coulee Dam appears to be a charge of about 
a million dollars a year because some of the irrigation subsidy charge has been 
placed on top of the power payout schedule. We strongly advise that all irriga- 
tion subsidy be placed after completion of the power payout schedule. This might 
entail oe slight extension of the estimated irrigation subsidy period beyond the 
year 2022. 

Some of this adjustment may require legislation. If Congress considers the 
Pacific Northwest account legislation, we intend to ask for amendments which 
will insure that the power repayment schedule for Grand Coulee is established 
at 50 years and that the irrigation subsidy commences in the 51st year. 

After allowing for overlapping effect these three imputed costs amount to 
about $4,500,000 annually. Their elimination would reduce the annual charges 
payable by BPA on behalf of Grand Coulee Dam from $12.8 to $8.3 million. 


2. Improvement in navigation cost allocation picture 


The Army 308 review report for the Columbia River shows a doubling of 
the navigation benefits at Columbia and Snake River projects as compared to the 
1948 predictions which were used by FPC in making the McNary Dam cost 
allocation. 

In 1954 we protested the McNary Dam cost allocation because 9714 percent 
of the $147 million joint cost was charged against power. The present outlook 
in view of the doubling of navigation benefits is for the 9744 percent to be 
reduced at least to 81 percent, a transfer of $2414 million from power to naviga- 
tion. This should result in an annual saving of almost $1 million, which should 
be retroactive for each of the past 4 years. 

The cost picture of the Dalles project is still in flux as generators are being 
installed ; however, in the case of The Dalles Dam this new allocation approach 
for navigation will reduce the burden on power users about a half million dollars 
per year increasing to about three-quarters of a million dollars in a few years. 

The immediate economy on behalf of McNary and the Dalles projects is thus 
at least $114 million per year. By itself this minor change in cost allocation, had 
it been placed in effect last year, would have cut in half the BPA accounting 
deficit for fiscal year 1958. 

The same cost allocation approach will apply at John Day, Ice Harbor, and 
the future lower Snake Rivér projects for.a.total- ultimate saving of about $6 
million a year. > 
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$. Severe FPC standards hurt BPA 


The standards for amortization period, cost allocation, and interest rates 
imposed upon the Bonneville Power Administration in the FPC cost allocation 
orders for Bonneville and McNary projects are unduly severe and considerably 
exceed the requirements of law. 

First, the amortization period of 50 years as set by FPC is unduly severe 
as an interpretation of the Bonneville Act requirement that BPA shall observe 
the FPC uniform system of accounts. 

Nowhere in the FPC uniform system of accounts is any public or private utility 
required to amortize real property or to depreciate the cost of a dam on a short- 
term 50-year basis. Private utilities quite generally use a 100-year depreciation 
period for hydroelectric projects. 

TVA not only uses 100 years for depreciation purposes of new dams but uses 
a new 100-year period for depreciation of any addition to an old dam, as at the 
40-year old Hales Bar Dam which results in a 140-year depreciation period for 
that project. 

The Bureau of Reclamation has been a leader in advocating longer economic 

service life of projects. The Hungry Horse Dam is on a 150-year depreciation 
period. 
; The trend is and must be in this direction. These Columbia River dams are 
free of silt problems and should last for at least a thousand years. They will 
provide society with tremendous benefits long after the completion of the pay- 
out period. 

BPA accounting records already show the difference between the 50-year 
amortization basis and the standard FFC cost accounting basis using 100-year 
depreciation period. As of June 30, 1957, the BPA surplus on the former basis 
was $78.8 million whereas the cost basis shows $104.7 million surplus. This 
difference of $25.9 million generally indicates the order of magnitude of the 
extra burden which has been placed upon BPA in past years. 

Another way of evaluating the difference is in terms of the annual debt service 
requirement, based on 24% percent interest, which calls for 3.53 percent on a 50- 
year basis and only 2.73 percent on a 100-year basis. The difference of eight- 
tenths of 1 percent when applied to about $700 million of long life invest- 
ment amounts to $5.6 million annually. This is 8 percent of BPA’s annual 
cost. 

Second, the FPC has been too severe in its cost allocation to power. The Mc- 
Nary case has been mentioned in connection with the tendency to underestimate 
and understate the navigation benefit and thereby overburden power. 

However, this understatement of the navigation servitude is part of a larger 
problem of myopia with respect to time. A 50-year period is simply too short 
for measuring navigation benefits. This is illustrated by TVA experience. 

Although TVA began construction in 1933, Congress had been pouring naviga- 
tion investment into the Tennessee River for over a century. Wilson Dam had 
been completed in the early 1920’s. Not until 1945 was the 630-mile inland 
waterway ready for through commerce. Then ensued a further decade of de- 
velopment while dock facilities were installed. Not until 1955 did the TVA 
navigation investment reach the break-even point. In the past 4 years the com- 
puted rate of return has been spectacular, due to a rising river traffic. The 
latest annual report shows an 11-percent rate of return, having jumped 2 percent 
each year since 1955. 

The lesson of TVA is that navigation requires a development period of about 
25 years. The Columbia-Snake River navigation waterway will not be com- 
pleted until about 1980. River traffic will probably not mature until close to 
the year 2000. Probably the period 2000 to 2050 would provide a realistic 
period for determining average annual navigation benefits. 

Because of the long development period, the curve for navigation benefits 
makes a very slow start. It then has an upward sweep, such that the aggregate 
benefits in the second 50-year period will be 3 or 4 times as great and in the 
third 50-year period will increase further. 

This leads to the recommendation that even when a dam is on a 50-year 
repayment period the cost allocation for navigation he computed on a 150-year 
basis. On this basis the allocation to navigation at McNary Dam should not 
only be doubled as currently recommended but should certainly be tripled. 

This same approach is true for flood control allocations for projects like Hun- 
ery Horse, Detroit, Lookout Point, and similar upstream storage dams. Flood 
control projects may have an early benefit to the downstream areas, but the 
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value of the benefit does not reach any mature level until reasonably full flood 
control is assured and after about a 25-year development period. Where many 
dams are needed, this may require some 50 years from the time the early projects 
are built until the maturity benefit value is reached. Again, obviously, an aver- 
age of that 50-year period would undertake the flood control benefit. Hence 
again a 150-year period is desirable. 

Whereas the $2.4 billion Federal gross investment in the Columbia River as 
of June 30, 1957, included less than $100 million each for navigation and flood 
control, we think a realistic value is closer to $300 million each. The economy 
of a 3.53 percent debt service charge plus operation and maintenance costs on 
$400 million would result in a saving to power users of over $14 million per year 
initially and would increase to substantially larger amounts in later years. 

Third, another heavy burden of imputed costs created by FPC is interest. 
No interest payment is required by the Bonneville Act. However, in 1945 in the 
Bonneville Dam cost allocation order FPC set the interest at 2%4 percent on the 
basis of the cost of money on long-term bonds. 

TVA pays no interest. irrigation projects pay no interest. The law does 
not require interest. Yet BPA as of June 30, 1957, had paid in $161.7 million. 
Interest is taking over 40 cents out of every BPA revenue dollar. 

Even if one were to concede the necessity of imputing an interest charge, the 
question would remain as to the level of interest. There is at least one-half 
of 1 percent difference between the average cost of money to the Government 
as compared to the average cost on long-term bonds. We estimate that the more 
severe standard required by FPC has cost BPA about $50 million in direct 
interest or in interest charged to construction. Each one-half of 1 percent in 
interest increases the BPA wholesale power cost 8 percent. 

Charging interest during construction and then interest on the interest raises 
another policy question, especially since the Bureau of Reclamation does not 
use this method. 

If, as a matter of policy, we concede that interest should be paid, then we 
would still hold in favor of only that cost which reflects actual cost of money 
to the Government. In respect to the amortization period and cost allocations 
we estimate, after deducting duplicative effect, a possible annual saving to 
power users of about $15 million in the short run and increasing as the power 
investment increases. 


4. California intertie attractive 


Turning to the revenue side of the BPA financial picture, the most promising 
of BPA’s business prospects is the construction of the California intertie. A 
high-voltage, high-capacity interconnection between the U.S. Columbia River 
Power System and the Central Valley project has been estimated to be worth 
around $8 million in terms of net income to BPA annually. We refer not to the 
proposed private utility 230,000-volt line, but to a major double circuit line of 
initially 345,000 and ultimately 460,000 volts. Because we understand the 
facts on this matter will soon be presented to the Congress, we will say no more 
in this letter except to emphasize the large amount of net-income impact which 
this line could have on BPA. 


5. Other methods of improving BPA revenue picture 


As the U.S. Columbia River Power System matures, a number of trends will 
improve BPA’s revenue picture. As more upstream storage is added, there 
will be more downstream benefits from existing generators. Also, as more 
downstream dams are built, there will be greater value from existing upstream 
storage reservoirs. Both ways BPA gains revenue. 

Improvement in regional power can be anticipated as the region pulls out of 
the present depression. Certainly the market for interruptible power should 
improve over its present low state. Last year BPA sent about 15 percent of 
its power over the spillways. If it could have sold this power, it would have 
had some $9 to $13 million in additional revenue. 

Another major area for improvement is that of industrial sales. BPA at 
one time had a reasonably dynamic power sales policy toward industry. In 
1953 this policy was reversed by means of the 20-year private utility contracts 
which contain numerous anti-industry clauses. (See our memorandum pp. 
123-127 of Senate hearings on S. 3114, May 21, 1958.) These clauses are prob- 
ably ultra vires. In our view they can be canceled on the ground of being 
contrary to the public interest. They do not appear to us to be enforceable in 
any court. Whatever action is needed, we urge that the anti-industry policy of 
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BPA be reversed and that BPA establish a staff to work with industry in an 
effort to assist regional economic development and at the same time improve 
BPA’s revenue picture. 

Finally, we think BPA should institute a study of services which it is pro- 
viding but for which it does not receive adequate compensation. Our office con- 
tinues to receive complaints that BPA does not charge adequately for its many 
power-pooling services, such as emergency backup, providing maintenance re 
serves, provisional power, peaking duty, certain types of wheeling, and general 
operating reserves. We are not able to make this study. We urge that a study 
be made. 


SUMMARY OF BPA FINANCIAL OUTLOOK 


We think BPA will come out in good shape if action is taken on most of the 
factors listed in our letter. The rescheduling and new cost allocations at Grand 
Coulee Dam, the new cost allocations at the navigation projects, a revision of 
the ground rules used by FPC in making cost allocations, and the improved 
outlook in revenues by greater sale of power as by means of the California 
intertie, all serve to paint a promising and optimistic picture of BPA financial 
prospects. 

On balance it appears reasonable that a 15-percent improvement can be ex- 
pected in BPA’s financial outlook. This amounts to $15 million when BPA 
revenues reach the $100 million per year level, and about $30 million when BPA 
revenues reach the $200 million per year level. 

For all of these reasons we respectfully recommend and request that you rec- 
ommend to the Federal Power Commission a continuation of the present general 
level of wholesale power rates for the Bonneville Power Administration. 

Respectfully submitted. 


Gus Norwoop, Executive Secretary. 


ExHIsiT 14 


ARTICLES FAVORING RETENTION OF THE PRESENT BONNEVILLE POWER ADMINIS- 
TRATION WHOLESALE RATES 


NORTHWEST PuBLIC POWER ASSOCIATION, 
Vancouver, Wash., July 8, 1959. 

1. Your attention is called to the enclosed three articles which appeared in the 
Columbian, a very conservative daily newspaper at Vancouver, Wash. 

2. The articles refer to a nine-page letter sent by the Northwest Public Power 
Association on March 27, 1959, to the secretary of the Interior, Fred Seaton, out- 
lining some “business” arguments for retaining the present level of wholesale 
rates of the Bonneville Power Administration. 

3. On June 4, 1959, Secretary Seaton approved a 5-year extension, subject to 
FPC approval, of BPA’s present rates for a saving to the people of the Pacific 
Northwest of five to eight million dollars a year. 

4. The subject of wholesale power rates is as dull as the fine print on an 
insurance policy or the intracacies of compound interest. Nevertheless it im- 
portantly affects the public interest. 

5. These articles picture this situation as seen through the eyes of a con- 
scientious newspaper reporter. 

Sincerely, 


we OF PR = "SF VS 


= 


Gus Norwoop, Pxrecutive Secretary. 


PusLic Power Group UrcEs U.S. To CHANGE “BOOKKEEPING METHOD” ON BPA 
OPERATIONS 


[From the Columbian, June 24, 1959) 


Grand Coulee Dam costs are being amortized too fast. The result helps en- 
danger the basic power rate of the Bonneville Dam Administration to which 
much of the economy of this region is so closely tied. 

That is one of the points made by the Northwest Public Power Association, an 
organization of public utility districts of which the Clark County PUD is a 
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member. Under direction of Gus Norwood of Vancouver, head of NPPA, the 
points are stressed in a study sent to the Secretary of the Interior. 

Secretary Seaton a short time ago recommended continuance of the Bonne- 
ville rate for another 5 years, it was pointed out, but unless adverse factors are 
corrected this period may be merely a breather after which the danger will 
arise more strongly than before. And one of the adverse factors, the report 
asserts, is the Grand Coulee writeoff policy. 


costs “SHORT” 


Here, Seaton was told, is a dam good for a thousand years which is being 
written off like an FHA mortgage, making the annual cost much higher. There 
are also other “angles” that NPPA does not like. All told as well as individ- 
ually they are a menace to the householder as well as to the commercial user of 
electricity. 

The study points out that BPA pays an annual charge of $12,800,000 on be- 
half of Grand Coulee Dam which the NPPA believes contains three imputed 
costs that should be adjusted downward. 

“Ever since Grand Coulee dramatically stopped the 1956 Columbia River 
flood,” the report states, “it has been obvious that a significant portion of the 
project should be allocated to flood control. By law flood control is nonreimburs- 
able and should not be charged to power users. Even if the time for making the 
change in allocation is postponed until all the flood valves at Grand Coulee Dam 
are changed, the savings of perhaps $2 million a year can be anticipated.” 

The second imputed cost at Grand Coulee Dam is reported to be the result of 
“a foreshortening of the payout schedule on the power investment from the nor- 
mal 50 years to 32 years. The NPPA feels that this creates an unnecessary and 
arbitrary extra burden on power users of $1,900,000 a year. 

“Here is a dum,” the NPPA executive secretary, Gus Norwood, wrote in the 
study, “which should last at least a thousand years, yet is scheduled for amorti- 
zation on practically an FHA housing mortgage basis. Our request is extremely 
modest as we believe that a 100-year repayment period would be fully 
justifiable.” 

The study points out that the Internal Revenue Service allows a 150-year 
depreciation period for dams and that the Hungry Horse Dam is on a 150-year 
depreciation period basis, although on a 50-year basis for payout purposes. 

The third imputed cost at Grand Coulee Dam appears to be a charge of about 
a million dollars a year, Norwood wrote, because some of the irrigation sub- 
sidy charge has been placed on top of the power payout schedule. 

“We strongly advise that all irrigation subsidy be placed after completion of 
the power payout schedule,” the study declared. “This might entail a slight 
extension of the estimated irrigation subsidy period beyond the year 2022.” 

It was admitted that some of this adjustment may require legislation, and 
the NPPA intends to ask for amendments which will insure that the power 
repayment schedule for Grand Coulee is established at 50 years and that the 
irrigation subsidy commences in the 51st year, Norwood stated. 

“After allowing for overlapping effect,” the study continues, “these three 
imputed costs amount to about $4,500,000 annually.” Their elimination would 
reduce the annual charges payable by BPA on behalf of Grand Coulee Dam 
from $12,800,000 to $8,300,000. 

On another point, the study calls attention to an Army review report for the 
Columbia River which is said to show a doubling of the navigation benefits at 
Columbia and Snake River projects as compared with the 1948 predictions which 
were used by the Federal Power Commission in making the McNary Dam cost 
allocation. 

“In 1954,” Norwood wrote, “we protested the McNary Dam cost allocation 
because 97% percent of the $147 million joint cost was charged against power. 
The present outlook in view of the doubling of navigation benefits is for the 
974% percent to be reduced at least to 81 percent, a transfer of $2414 million 
from power to navigation. This should result in an annual saving of almost 
$1 million, which should be retroactive for each of the past 4 years.” 

The cost picture of the Dalies project was said to be still in a state of flux 
as generators are being installed. However, in the case of The Dalles Dam, 
this new allocation approach for navigation is expected to reduce the burden 
on power users about a half-million dollars a year. And it is expected, the 
study said, to increase to about three-fourths of a million dollars in a few 
years. 
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“The immediate economy on behalf of McNary and the Dalles projects,” 
Norwood wrote, “is thus at least $1% million a year. By itself this minor 
change in cost allocation, had it been placed in effect last year, would have cut 
in half the BPA accounting deficit for fiscal year 1958.” 

The same cost allocation approach was said to apply at John Day, Ice Harbor, 
and the future lower Snake River projects for a total ultimate saving of about 
$6 million a year. 


Rusu To Pay Orr NortHwWEsT’s DAMS THREATENS POWER RATES AND RAISES 
QUESTIONS ABOUT ACCOUNTING SYSTEMS AND POLIcY 


{From the Columbian, June 25, 1959] 


Why the rush in paying off costs of building the great Columbia River dams 
system? 

This is a question which Gus Norwood, of Vancouver, as head of the Northwest 
Public Power Association, asks again and again in a study bearing on the Bonne- 
ville power rate which NPPA has sent to the Secretary of the Interior. 

The study asserts that amortization on the Columbia is out of line with the 
realities, out of line with private power company practices, and even out of line 
with Federal policy elsewhere. 

The result, it points out, is millions of dollars per year “extra” charged against 
Bonneville Power Administration revenues which thus endangers the BPA whole- 
sale rate to which millions of Northwest residents are tied directly or indirectly 
through use of electricity in their homes and occupations. 

(The Secretary of the Interior has just recommended keeping the rate steady 
for another 5 years, but BPA under the present accounting practices has 
been running in the red the past year and its future is uncertain.) 

A previous article noted that the study tees off an amoratization of vast Grand 
Coulee Dam. Norwood’s report thinks the same things also about Bonneville 
and McNary Dams. Furthermore, it objects strongly to writeoff charges as based 
on navigation benefit aspects of these multipurpose dams. 


TOO TIGHT? 


The study goes on to state that severe FPC standards for amortization, cost 
allocation and interest rates imposed on the BPA in the FPC cost allocation 
orders for Bonneville and McNary projects ‘are unduly severe and considerably 
exceed the requirements of law.” 

Norwood reports that the amortization period of 50 years is unfair. 

“Nowhere,” he wrote, “in the FPC uniform system of accounts is any public 
or private utility required to amortize real property or to depreciate the cost of 
a dam on a short-term 50-year basis. Private utilities quite generally use a 
100-year depreciation period for hydroelectric projects.” 

Continuing, Norwood reported that TVA not only uses 100 years for depre- 
ciation purposes of new dams but uses a new 100-year period for depreciation 
of any addition to an old dam. He said the Bureau of Reclamation has been a 
leader in advocating longer econmic service life of projects. The Hungry Horse 
Dam, he pointed out, is on a 150-year depreciation period. 

“The trend is and must be in this direction,” the study stresses. ‘These Colum- 
bia River dams are free of silt problems and should last for at least a thousand 
years. They will provide society with tremendous benefits long after the com- 
pletion of the payout period.” 

Accounting records of BPA were said already to show the difference between 
the 50-year amortization basis and the standard FPC cost accounting basis using 
100-year depreciation period. As of June 30, 1957, the study noted, the BPA 
surplus on the former basis was $78,800,000 whereas the cost basis showed a 
surplus of $104,700,000. 

It was pointed out that the difference of eight-tenths of 1 percent, when applied 
to about $700 million of long life investment, amounts to $5,600,000 annually. 
This, the study emphasized, is 8 percent of BPA’s annual cost. 

The FPC was also accused of being too severe in its cost allocation to power. 
The McNary case was cited as an example of FPC’s tendency to underestimate 
and understate the navigation benefit and consequent overburdening of power. 

However, this understatement of the navigation “servitude” was said to be 
part of a “larger problem of myopia with respect to time.” “A 50-year period is 
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simply too short for measuring navigation benefits, as illustrated by TVA expe- 
rience,” the study declared. 

“Although TVA began construction in 1933,” the report reads, “Congress had 
been pouring navigation investment into the Tennessee River for over a century. 
Wilson Dam had been completed in the early 1920’s. Not until 1945 was the 630- 
mile inland waterway ready for through commerce. Then ensued a further 
decade of development while dock facilities were installed. Not until 1955 dia 
the TVA naviagtion investment reach the break-even point. In the past 4 years 
the computed rate of return has been spectacular due to a rising river traffic. 
The latest annual report shows an 11 percent rate of return, having jumped 2 
percent each year since 1955.” 

The lesson of TVA was said to stress the point that navigation requires a 
development period of about 25 years, and it was further emphasized that the 
Columbia-Snake River navigation waterway will not be completed until about 
1980. River traffic is not expected to mature until close to the year 2000, and the 
period from 2000 to 2050 was described as an even more realistic period for 
determining average annual navigation benefits. 

“Because of the long development period,” Norwood wrote, “the curve for 
navigation benefits makes a very slow start. It then has an upward sweep 
so that the aggregate benefits in the second 50-year period will be three or four 
times as great and in the third 50-year period will increase further.” 

This leads, he continued, to the recommendation that even when a dam is on 
a 50-year repayment period, that the cost allocation for navigation be computed 
on a 150-year basis. 

“On this pasis,” the study states, “the allocation to navigation at McNary 
Dam should not only be doubled as currently recommended but should certainly 
be tripled.” 

This same approach was stated to be true for flood control allocations for 
projects such as Hungry Horse, Detroit, Lookout Point and similar upstream 
storage dams. Flood control projects, it was said, may have an early benefit 
to the downstream areas, “but the value of the benefit does not reach any mature 
level until reasonably full flood control is assured and after about a 25-year 
development period.” 

Where many dams are needed, it was stated that this may require some 50 
years from the time the early projects are built until the maturity benefit value 
is reached. It was held as obvious that an average of that 50-year period would 
understate the flood control benefit and that a 150-year period is desirable. 

The study declared that “whereas the $2.4 billion Federal gross investment 
in the Columbia River as of June 30, 1957, included less than $100 million each 
for navigation and flood control, we think a realistic value is closer to $300 
million each. The economy of a 3.53 percent debt service charge plus overhead 
and maintenance costs of $400 million would result in a saving to power users 
of over $14 million per year initially and would increase to substantially larger 
amounts in later years.” 

Listed as “another heavy burden of imputed costs” created by FPC is in- 
terest. It was pointed out that although no interest payment is required by 
the Bonneville Act, FPC set the interest at 2% percent in 1945.in the Bonne- 
ville Dam cost allocation order. The interest was set on the basis of the cost 
of money on long-term bonds. 

The study added that the TVA pays no interest and irrigation projects pay 
no interest. “The law does not require interest,” Norwood wrote. “Yet Bon- 
neville Power Administration, as of June 30, 1957, had paid in $161,700,000. 
Interest is taking over 40 cents out of every Bonneville Power Administration 
revenue dollar. 

“Even if one were to concede the necessity of imputing an interest charge,” 
he continued, “the question would remain as to the level of interest. There 
is at least one-half of 1 percent difference between the average cost of money 
to the Government as compared to the average cost of long-term bonds. We 
estimate that the more severe standard required by FPC has cost Bonneville 
Power Administration about $50 million in direct interest or in interest charged 
to construction. Each one-half of 1 percent in interest decreases the Bonne- 
ville Power Administration wholesale power cost by 8 percent.” 

Charging interest during construction and then interest on the interest. was 
said to raise another question, “especially since the Bureau of Reclamation does 
not use this method.” 
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“If as a matter of policy,” the study declares, “we concede that interest should 
be paid, then we would still hold in favor of only that cost which reflects ac- 
tual cost of money to the Government. In respect to the amortization period 
and cost allocations we estimate, after deducting duplicative effect, a possible 
annual savings to power users of about $15 million in the short run and increas- 
ing as the power investment increases.” 


CALIFORNIA POWER Tim SEEN ASSET TO BONNEVILLE POWER ADMINISTRATION 
{From the Columbian, June 26, 1959] 


Changes in administrative procedures have been suggested by the Northwest 
Public Power Association, in an effort to reduce costs of the Bonneville Power 
Administration, which has operated at a deficit this year. 

Other changes in policies and accounting methods, described in preceding 
articles, also have been suggested by the NPPA. The aim is to help insure 
stability of the Bonneville Power Administration power rate in face of rising 
costs. 

The study by the NPPA, submitted to Secretary of Interior Fred A. Seaton 
this spring, among other things points to the asserted attractiveness of an 
intertie of power facilities with California. 

The study terms the proposed intertie “the most promising of Bonneville 
Power Administration’s business prospects.” It said that the project is a high- 
voltage, high-capacity interconnection between the Columbia River power sys- 
tem and the Central Valley project with a worth estimated at about $8 million 
in terms of net income to the Bonneville Power Administration annually. 


MAJOR LINE 


“We refer,” the study states, “not to the proposed private utility 230,000-volt 
line, but to a major double circuit line of initially 345,000 and ultimately 460,000 
volts.” 

Other methods of improving the Bonneville Power Administration revenue 
picture were offered in NPPA’s study. It stated that, as the Columbia River 
power system matures, a number of trends “will improve Bonneville Power Ad- 
ministration’s revenue status.” As more upstream storage is added, Gus Norwood 
wrote, there will be more downstream benefits from existing generators. Also 
as more downstream dams are built, there will be greater value from existing 
upstream storage reservoirs. 

“Both ways Bonneville Power Administration gains revenue,” the study em- 
phasizes. “Improvement in regional power can be anticipated as the region 
pulls out of the present depression. Certainly the market for interruptible 
power should improve over its present low state. Last year Bonneville Power 
Administration sent about 15 percent of its power over the spillways. If it 
could have sold this power, it would have had some $9 to $13 million in addi- 
tional revenue.” 

SALES SEEN 


Citing another major area for improvement, Norwood pointed to that of 
industrial sales. He said that Bonneville Power Administration at one time 
had “a reasonably dynamic power sales policy toward industry. This policy, 
he asserted, was reversed by means of the 20-year private utility contracts 
“which contain numerous anti-industry clauses.” 

“In our view,” Norwood wrote, “the clauses can be cancelled on the ground 
of being contrary to the public interest. They do not appear to us to be enforce- 
able in any court. Whatever action is needed, we urge that the anti-industry 
policy of Bonneville Power Administration be reversed and that Bonneville 
Power Administration establish a staff to work with industry in an effort to 
assist regional economic development and at the same time improve Bonneville 
Power Administration’s revenue picture.” 

It was suggested that Bonneville Power Administration institute a study of 
services which it is providing, but for which it does not receive adequate 
compensation. 

“Our office,” Norwood stated, “continues to receive complaints that Bonneville 
Power Administration does not charge adequately for its many power pooling 
services, such as emergency backup, providing maintenance reserves, pro- 
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visional power, peaking duty, certain types of wheeling, and general operating 
reserves. We are not able to make this study. We urge that a study be made.” 


PICTURE BRIGHT 


In conclusion, the study indicated that Bonneville Power Administration 
should come “in good shape” if action is taken on most of the factors recom- 
mended in the study. 

“The rescheduling and new cost allocations at Grand Coulee Dam, the new 
‘cost allocations at the navigation projects, a revision of the ground rules used 
‘by FPC in making cost allocations, and the improved outlook in revenues by 
greater sale of power as by the California intertie, all serve to paint a promis- 
ing and optimistic picture of Bonneville Power Administration financial pros- 
pects,” Norwood wrote. 

He added, “On balance it appears reasonable that a 15-percent improvement 
‘can be expected in Bonneville Power Administration’s financial outlook. This 
amounts to $15 million when Bonneville Power Administration revenues reach 
the 100 million per year level, and about $30 million when Bonneville Power 
Administration revenues reach the $200 million per year level.” 


ExuHsit 15 


{Excerpt from the Twelfth Annual Report to the Membership of the Northwest Public 
Power Association, by Executive Secretary Gus Norwood] 


WHOLESALE Power Cost Is Key Issue 


It is again my privilege to report to you on the work of the Northwest Public 
Power Association during the past year, and again I am pleased to be able to 
report that we have had another year of substantial progress and achievement. 

On May 25 at our 19th annual membership meeting in Seattle I made a brief 
annual report, my 12th, and promised to report in more detail in the Bulletin. 
Since then the theme of this year’s report—wholesale power cost—has taken 
on added importance as a result of the June 4 announcement by the Bonneville 
Power Administration that there would be no wholesale power rate increase on 
December 20, 1959. 

We better use this 5-year reprieve to get our house in order. 


* * * * * * * 
FEDERAL WHOLESALE POWER RATES—MILLIONS OF DOLLARS AT STAKE 


Last year the consumer-owned electic systems paid the Bonneville Power Ad- 
ministration $23.7 million, an increase of over $20 million from the 1947 power 
bill of $3.2 million. Additional millions are at stake at Federal power projects 
in Alaska, southern Idaho, and eastern Montana. 

It is estimated that if BPA had increased its rates 7 percent the extra cost in 
the next 5 years would have exceeded $12 million. 

Because we have such a tremendous economic stake in power cost, it has 
been said that if the Northwest Public Power Association were to abolish all 
committees, sections, and activities except one, that one remaining critical 
function would be our work in the field of wholesale power rates. 

The subject of wholesale rates may be divided into two parts: pattern and 
level. In the early years the NWPPA Wholesale Rate Committee dealt chiefly 
with the pattern of the rate, such as the balance between energy and demand 
charges. I am skipping over this aspect of power rates. 

The level of the rate has much more importance. The various Federal laws 
and their administrative interpretation determine the level of the rates at all 
Federal hydro projects. 

Most. of the factors which determine the power rate from one Federal dam 
also apply at other Federal dams. We are all in the same boat. These are 
horizontal issues that operate across the board. It is important that we identify 
these factors, evaluate them, and keep an eye on them. 


LEVERAGE OF INTEREST RATE 


Increasing interest 1 percent on the Bonneville Power Administration system 
would increase power cost 16 percent. Under the prevailing’ hard money policy, 
an increase in interest represents the greatest risk to our systems. NWPPA 
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has been very active hammering away on the theme that the interest rate is 
the biggest determinant in power rates. For this reason NWPPA has taken an 
interest in national monetary policy. 


INDEFINITE SERVICE LIFE OF DAMS 


Recently while visiting with the Bureau of Reclamation at Denver I pleaded 
the case for using a 100- or 150-year economic service life for dams. The Bureau 
economist went me one better by advocating indefinite economic service life. 
The dams are intended to be permanent and are to be maintained for perpetual 
economic life. 

Isn’t it ridiculous to pay Grand Coulee Dam off in 32 years? That is prac- 
tically the period used for an FHA mortgage on a home. Grand Coulee should 
last for thousands of years. 

While serving on the Army 308 General Advisory Committee the past 4 years 
I pleaded in vain for adoption of 100- or 150-year economic life for dams espe- 
cially for making hydrothermal studies where steamplants were given a 35-year 
life. Obviously such studies are lopsided in favor of steam. Where 35 years is 
the limit for a steamplant, the 50-year period for a dam is practically the 
breaking-in period. 

Progress is being made. Last year NWPPA sponsored the amendment to 
Senate Resolution 148 which now requires project reports to the Senate to show 
the benefit-to-cost ratio on both a 50-year and a 100-year repayment period. 
As a case in point, under this new directive, the Nine Mile Prairie Dam report 
shows a benefit-to-cost ratio on 50- and 100-year basis of 1.42 and 1.77 respectively, 
a difference of 0.35. This reform alone increases the benefit-to-cost ratios by 
some 20 percent, or stated in terms of power rates, can exert a pressure to reduce 
at-site power cost 20 percent. 

Also at NWPPA request the Kerr-Trimble bill stipulates 100-year life. 


COST ALLOCATIONS UNFAIR 


A third factor in determining wholesale rates is the cost allocation. Our stud- 
ies have gone a long way since our 1954 protest against the McNary Dam alloca- 
tion. For example, a longer economic service life will ease the burden on power. 
Both navigation and flood control benefits rise with an upward sweeping curve 
which shows vastly greater benefit in the second and third 50-year life periods. 
These also have long 10- or 20-year development periods. 

MeNary Dam navigation benefits are running double those used in the cost al- 
location. It is rumored that some $24 million of the $286 million cost may be 
shifted from power to navigation for an annual saving to BPA power users of 
about a million dollars a year. Furthermore since McNary is a precedent for John 
Day, The Dalles and the Snake River projects, the total power savings should 
come to $5 or $6 million per year ultimately. 

Grand Coulee Dam stopped a major flood in 1956 saving millions of dollars 
damage, yet not one penny of that dam is charged to flood control. A recent 
Bureau of Reclamation report recommends that a sizeable allocation be made to 
flood control for a saving to BPA of about $2 million a year. 

Our March 27, 1959, nine-page letter to Secretary Seaton lists these and other 
points for not increasing BPA wholesale power rates. 

Our research has barely touched on such additional factors as the evaluation 
of the indirect benefits of hydroelectric projects, the effect of long-range inflation, 
the underestimation of navigation and flood control benefits. 


IRRIGATION SUBSIDY FROM INTEREST 


A fourth factor in wholesale rates is the special tax, in effect, placed on power 
users to help pay for irrigation investment which is beyond the capacity of the 
water user to repay. A new bill S. 1388 would require BPA to subsidize irriga- 
tion projects outside the BPA area as well. 


OTHER POWER RATE FACTORS 


Construction of the California and other interregional interties would greatly 
increase the market for BPA dump power and bring in revenue which would keep 
down the future rate increase. Good progress is being made. 
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A dangerous bill is S. 1782 which would make BPA pay at downstream dams 
such as Bonneville for upstream storage controlled by private utilities as at 
Flathead Lake. 

The regional corporation bill, the capital budget bill, the Kerr-Trimble bill, the 
authorization of cost allocations for recreation in the Kerr bill are a few addi- 
tional steps along the long and rocky road toward improving the ground rules 
affecting Federal wholesale power rates. 

In summary, I have tried to sketch for you merely an outline of some of the 
factors determining wholesale power rate level. These depend on law or admin- 
istrative interpretation, usually by FPC. We have a big job ahead of us, 
especially in the next 5 years. We have bulging files of basic research materials 
on these and related subjects. In the months and years ahead NWPPA must 
prepare many memoranda, much testimony, and come forward with drafts of 
legislation to remedy the rate situation. 

So as we go about our many other tasks in your association office, I would 
remind you that our central challenge is to keep working on the whlesale power 
rate problem. This is the area that could hurt us the most. 

Before closing I want to pay special tribute to Mrs. Kathryn Gruen who runs 
our office in Vancouver. She has been with us nearly 8 years and is a tower 
of strength and good nature as many of you know. 

Finally I am grateful for your faith and determination, for your moral and 
financial support. We are a good team operating in close harmony. For me it 
is an honor and a privilege to work with and for the many fine publicly spirited 
leaders who make up the Northwest Public Power Association. Thank you. 


CLARK County Pustic Utitity District RESOLUTION No. 597 


Whereas Public Utility District No. 1 of Clark County serves approximately 
100,000 people with electric power and purchases all of its power requirements 
from the Bonneville Power Administration ; and 

Whereas the Bonneville Project Act of 1937 has become increasingly inade- 
quate to permit the effective administration of the congressional policies set 
forth therein ; and 

Whereas the Senate Public Works Committee now has under consideration 
S. 1927 which would largely remedy these deficiencies by improving the form of 
administration and the methods of financing, except that the provisions of the 
last sentence of subsection 2(g) thereof would result in weakening the anti- 
monopoly or preference clause; and 

Whereas S. 1927 has been endorsed by the Northwest Public Power Associa- 
a subject to deletion of the last sentence of subsection 2(g) : Now therefore, 

it 

Resolwed, That the Board of Commissioners of Public Utility District No. 1 
of Clark County, do hereby endorse and urge the passage of S. 1927, provided 
that the last sentence of subsection 2(g) be deleted therefrom. 

Passed and adopted this 9th day of July, 1959. 


STATEMENT OF V. M. CLEAVELAND, PRESIDENT, NORTHWEST POWER ASSOCIATION 


Mr. Chairman and members of the committee, my name is Vincent M. Cleave- 
land. I am a professional electrical engineer licensed in the State of Washing- 
ton. I am manager of the Clark County Public Utility District at Vancouver, 
Wash., which provides electricity to the people of Clark County, totaling about 
100,000 population. 

I also serve as president of the Northwest Public Power Association, and as 
a director of the American Public Power Association. 

On behalf of the public and cooperative electric systems which make up the 
Northwest Public Power Association I wish to express appreciation to the 
Senate Public Works Committee for the very fine hearings which were held in 
Washington, D.C., last May and in the Pacific Northwest last December. We 
appreciate the excellent revision of the Bonneville Corporation bill through the 
efforts of Senator Neuberger. We want to thank Senator Richard L. Neuberger 
for his keen interest in this bill. Today we are pleased for the opportunity of 
review offered by this hearing. 
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ENDORSEMENT OF S. 1927 


I am authorized by the board of trustees and by the membership of the 
Northwest Public Power Association to endorse S. 1927 to amend the Bonneville 
Project Act, provided that no change is made in the antimonopoly policy of the 
Bonneville Project Act. 

As recently as May 25 our board of trustees recommended, and our annual 
membership meeting at Seattle adopted, a resolution urging strict adherence 
to the antimonopoly or preference clause. The resolution reads as follows: 

“Resolved, That we urge the amendment of S. 1927 so as to insure strict 
retention of the preference clause of the Bonneville Act.” 

I believe the deletion of the last sentence of subsection 2(g) of S. 1927 (p. 14, 
lines 19 through 25) would completely satisfy the request of our association. 

With this basic policy change and the minor amendments which will be 
covered in the testimony of our executive secretary, I wish to place the North- 
west Public Power Association on record in favor of S. 1927. I respectfully 
urge that Congress enact the bill. 

Although the idea of a public regional corporation dates back at least to 
1935, the present draft of legislation is the outgrowth of a resolution adopted 
by the Northwest Public Power Association at Tacoma in April 1954, which 
authorized the drafting of “* * * legislation creating a regional public organi- 
zation to carry forward the Northwest power program on a basis of assuring 
an adequate power supply, at the lowest possible rates consistent with compre- 
hensive development of the water power resources of the Pacific Northwest. 
* *& #9 

This idea is not new. On the date it was founded, January 31, 1941, the 
Northwest Public Power Association adopted a resolution calling upon Congress 
to form a “Federal nonprofit corporation for the wholesale marketing of Colum- 
bia River power. * * *” This resolution was adopted 18 years ago or only 
3% years after enactment of the Bonneville Project Act. 

It will be recalled that the Bonneville Project Act of 1987 was a temporary 
law, a stopgap to take care of the situation pending enactment of more perma- 
nent legislation to create a corporate type agency. The language of the 1937 
law reads: 

“The form of administration herein established for the Bonneville project 
is intended to be provisional, pending the establishment of a more permanent 
administration for Bonneville and other projects in the Columbia River Basin.” 


OUR RECOMMENDATION IS BASED ON OPERATING EXPERIENCE 


In calendar year 1958 the public and cooperative power systems paid into the 
U.S. Treasury $24,310,863 for power obtained from the Bonneville Power Ad- 
ministration. We expect this to double within 10 years. 

Our local electric utilities, as retailers, purchase power from the Bonneville 
Power Administration as wholesaler. We have a close, vital, and constant 
business relationship. 

Any weakness, any mistake, any problem of our power wholesaler is our 
problem as well. By necessity, therefore, we must be vitally concerned with the 
welfare of the Bonneville Power Administration. 

That is why we are here to plead for improvement in the administrative form 
and in the method of financing the operation. 

This is a plea for better, more efficient government. 

We ask for no subsidy. We stand to benefit and the Nation stands to benefit 
poke the best, most effective performance of this agency on a self-liquidating 

asis. 

This bill consists of a large group of amendments based on 22 years of 
operating experience. Last January I took part in the series of meetings at 
which the decisions were made on changes from previous bills. 

‘It strikes me that as a whole these refinements amount to a simple recog- 
nition that a utility business is a utility business, that is, it is affected with 
the public interest. It operates as a spigot in its effect on the economy. It 
should provide just enough power, not too little and not too much. 

Our concept of utility is well expressed by the first sentence of subsection 
2(g). Here we ask that the objective of the Bonneville Power Corporation 
should be to meet the net wholesale power needs of those utilities that are 
willing to sign contracts to take the power. 
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To our business mind this is a two-way street; the seller agrees to sell and 
the buyer agrees to buy. We as buyers want the Government as seller to be 
in the best, most effective position to perform. We cover all costs so we are 
necessarily concerned with the efficiency with which the job is done. 

We are enthusiastic in our support of this bill. It is a grassroots bill. It has 
been discussed in many meetings. It has gone through many tests. Probably 
some additional minor polishing is needed. 

However, this testimony is my third. Our association has filed some 200 
pages of supporting evidence. Therefore in deference to the length of the record 
I wish to conclude by urging the committee to amend S. 1927 by deleting the 
last sentence of subsection 2(g) and with that change the Northwest Public 
Power Association urges enactment of the bill. 


Senator Neupercer. Our next witness will be Mr. John Curran. 


I don’t see Mr. Curran, so the next witness will be Mr. Truman 
Price, supervisor, power resources, State of Washington. 


STATEMENT OF TRUMAN PRICE, SUPERVISOR, POWER RESOURCES, 
STATE OF WASHINGTON 


Mr. Price. My name is Truman Price. I am supervisor, division 
of power resources, of the Washington State Department of Con- 
servation. I am appearing as a representative of the Honorable 
Albert D. Rosellini, eum of the State of Washington, and his 
director of the department of conservation, Ear] Coe. 

I am pleased to have this opportunity to present a statement on 
S. 1927, the Bonneville Reorganization Act of 1959, which is a bill 
to amend the Bonneville Project Act in order to establish the Bonne- 
ville Power Corporation. 

The State of Washington strongly supports the principles and ob- 


jectives of this legislation. Earlier testimony submitted by Director 
Earl Coe on S. 3114 before this subcommittee on December 9, 1958, 
detailed our SUPP rt for this type of legislation. 


We feel that S. 1927 improves upon S. 3114 by providing that con- 
struction and operation of hydroelectric plants be performed by exist- 
ing agencies, by providing that each State be represented on the 
board of directors, by broadening the representation on the advisory 
council, by strengthening the administrative position of the general 
manager, and by making minor changes to make the act more com- 
patible with existing statutes. Senator Neuberger and the staff of 
the Public Works Committee are to be commended for these many 
pe rag 

Ithough we support the principles and objectives of the act, we 
still take strong exception to section 2(g). This section would modify 
the preference clause by providing for a geographical allocation of 
power. The position o the State of Washington on this subject was 
clearly stated June 15, 1959 by Governor Rosellini in an address be- 
fore the Washington State Grange. Following are Governor Rosel- 
lini’s remarks: 


Unified planning and a businesslike method of self-financing are needed to 
bring about full, coordinated development. Current legislation introduced in 
the Congress by Senator Neuberger could largely provide such planning and 
financing by amending the Bonneville Power Act. This legislation has one 
provision, however, which I feel could be very detrimental to the State of Wash- 
ington. Section 2(g) of the Neuberger bill, S. 1927, provides for a geographical 
allocation of power in event of shortage, which would override the time-tested, 
antimonopoly provisions of the preference clause. This section, for example, 
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could be used to divert power generated in Washington to the Idaho Power 
Co. of southern Idaho—a company which has consistently opposed development 
of our multiple-purpose projects. 

No change in this historic policy of preference for distribution of power from 
the people’s resources to public utility groups is justified, in the light of our 
experience to date. This preference clause history is a keystone of the Federal 
power-generation program and reaches back to the inception of resource devel- 
opment under President Theodore Roosevelt. 

Let us take a close look at the meaning of the preference clause in our 
Columbia River Basin power system. Its main application has been to provide 
for first eall on power from the Bonneville system only in times of shortage. 

Our most recent experience with a severe power shortage was in 1952 and the 
preference of public agencies was brought into play at that time on a limited 
basis. 

Preference in no way means preference in rates. On the contrary, the private 
utilities have enjoyed a decided advantage in the rates at which they obtain 
power from the Bonneville Power Administration. 

In 1958, for example, the private utilities of the Northwest purchased energy 
from Bonneville at an average cost of 2.15 mills per kilowatt-hour. Public 
agencies during the same period paid 2.68 mills—or 25 percent more—for energy 
from the Federal system. 

I believe we would do well to refresh our memory on this point from time 
to time as we witness uncalled for attacks on the public-power movement in 
our State and the Pacific Northwest. The private utilities gain greatly from 
the Federal power program, although they may not readily admit these benefits. 

Until it has been shown conclusively that a change is needed, we should not 
tamper with the preference clause which has meant so much to the growth and 
prosperity of our State. 


In summary, we feel that the basic principles and objectives of the 
Bonneville Reorganization Act of 1959 are sound and deserve strong 
support. On the other hand, we believe that any change in the 
preference clause as covered by section 2(g) of the act is not justified 
and could result in severe harm to the economic growth and pros- 
perity of our State and region. 

We urge that the last sentence of section 2(g) be deleted and that 
no changes be made in the time-tested provisions of the preference 
clause. 

Senator Neusercer. Mr. Price, thank you very much. We ap- 
preciate your being here. 

Senator Muskie, do you have any questions of Mr. Price? 

Senator Muskie. I hesitate to ask questions because apparently 
you have gone over the subject very thoroughly, but I can’t resist 
asking one or two. 

Senator Neuspercer. We would be delighted if you would. 

Senator Muskie. With reference to section 2(g), I take it that you 
are referring to the language at the bottom of page 14 of the bill. 

Mr. Price. That is correct, Senator Muskie. 

Senator Muskie. I am a stranger to this preference clause, as far 
as my area of the country is concerned. We have no public power 
from such projects. But I am interested only in getting some 
information. 

Is it the last section of subsection 2(g) to which you have reference ? 

Mr. Price. That is correct. 

Senator Muskie. That reads: 

In order to promote the diversified agricultural and economic development of 


the several States of the Pacific Northwest it is hereby the policy of the Govern- 
ment to distribute electric power equitably— 
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You wouldn’t want it to be distributed inequitably ? 
Mr. Price. Pardon, sir? 
Senator Musxm. You would not want it to be distributed 
inequitably ? 
r. Price. Absolutely not. 

Senator Muskm (reading) : 
throughout the States of the Pacific Northwest so that there will be no un- 
reasonable geographic concentration thereof. 

I would like to get some expression from you as to what you think 
would the impact of this language be on the present distribution pat- 
tern of power in the Pacific Northwest. 

Mr. Price. We feel that at the present time it hasn’t been shown 
that there is a need to change existing statutes or existing preferen- 
tial treatment of the power marketed by the Bonneville Power 
Administration. 

Senator Musk. How much power is generated in Bonneville? 

Mr. Price. 27,654 million kilowatt-hours last year were generated 
by Bonneville. 

Senator Muskie. That is installed generating capacity ? 

Mr. Price. Installed generating capacity in the Northwest is ap- 
rma 8 million kilowatts, of which 5 million are in Federal 

ams. 

Senator Muskie. Good chunk of power. 

Mr. Price. That is correct. 

Senator Muskie. What States draw on this power at the present 
time? 

Mr. Price. At the present time Idaho, Montana, Oregon, and Wash- 
— obtain power from Bonneville. 

enator Muskie. California does not ? 

Mr. Price. California does not. 

Senator Musxir. Montana is a Hungry Horse deal. 

Mr. Price. Hungry Horse is in Montana and is integrated into the 
Bonneville Power Administration grid. 

Senator Muskie. Hungry Horse has statutory allocation of 200-odd 
thousand ? 

Mr. Price. That is correct, 208,000. 

Senator Musxir. Is Montana the only State that has this statutory 
allocation ? 

Mr. Price. That is correct, to the best of my knowledge. 

Senator Muskie. Up to this point, with that exception, has Bonne- 
ville power been distributed solely on the basis of the market demand, 
or has there been some systematic distribution in accordance with some 
geographic pattern ? 

Mr. Price. I would say at the present time the main distribution 
has been on a market basis. 

Senator Musxie. First come, first served ? 

Mr. Price. No. 

Senator Muskie. Within the limitation of the preference clause? 

Mr. Price. That is correct. 

Senator Muskie. Within those limitations it is first come, first 
served ? 

Mr. Price. Yes. 
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Senator Musxre. How would this change that? 

Mr. Price. Well, there isn’t anything specifically wrong with this 
sentence other than the interpretation of the word “equitably.” 

For instance, of the 27.5 billion kilowatt-hours of energy generated 
in 1958, 75 percent of that is generated in the State of Washington. 
At the present time the State of Washington uses only 63 percent of 
the power, and power generated in Washington is being distributed 
to other States. 

Some people might say it would be equitable if power were dis- 
tributed on an even basis, in other words, only 25 percent to each of 
the four States. 

Senator Musxre. Let me ask you this: If this language were writ- 
ten into law, would any of the present users of Bonneville power be 
deprived of Bonneville power ? 

Mir. Price. It could easily be so. For instance, at the present time, 
the Bonneville Power Administration doesn’t sell firm energy to the 
Idaho Power Co., and it sells very little energy to preference cus- 
tomers in Idaho. 

Bonneville doesn’t receive energy from generating plants in Idaho, 
so power ree in Washington, Oregon, and Montana could be 
transferred to Idaho, to satisfy the interpretation of the word 
“equitably.” 

enator Musk. Do you think it might be considered equitable if 
you deprived current customers of Bonneville power in order to 
supply Idaho? 

r. Price. That might be someone’s interpretation. It hasn’t 
been clarified. 

Senator Muskie. May I ask Senator Neuberger whether it is the 
intent of the sponsors of this measure that there might be a redistribu- 
tion of the current power for the Bonneville project ? 

Senator Neupercer. It is my understanding that the bill would 
apply to future power. 

Isn’t that correct, Mr. Mapes? 

Mr. Mares. I would say, Senator, the way subsection (g) is drafted, 
it is merely a general policy statement. It is not limited to existing 
or future power supplies. So I presume it would cover the adminis- 
tration of the entire act. There is a question of its express effect upon 
the preference clause, which I think is not easy to state. I think the 
interpretation of it depends on who is doing the interpreting. 

Senator Neupercer. My feeling about it would be that in the opinion 
of the Board or the Administrator of the act, there were unreason- 
able geographical concentrations of power, that he could take that into 
consideration in allocating future power supplies as they became avail- 
able. That would be my interpretation of it. 

Mr. Price, in your discussion with the able Senator from Maine 
you mentioned in criticism of this clause that it might result in, for 
example, the Idaho Power Co. withdrawing some energy into the 
State of Idaho. Isn’t that correct? 

Mr. Price. That iscorrect. 

Senator Neusercer. Yet if I am not mistaken you supported very 
ably I might add, the Hells Canyon bill which provided 500,000 kilo- 
watts reservation for the State of Idaho, and the only possible cus- 
tomer that could use that amount of power in the State of Idaho is 
the Idaho Power Co.; isn’t that correct ? 
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Mr. Price. No, Senator, I did not have the opportunity to support 
the Hells Canyon proposal. At the time Hells Canyon was before 
the FPC Mr. Hollin Houston was representing the State of Washing- 
ton. I think he opposed it very violently. 

Senator Nevusercer. Let me ask you this: You are speaking for 
Governor Rosellini’s administration, headed very ably by Governor 
Rosellini. Am I mistaken that Governor Rosellini supported the 
Hells Canyon bill ? 

Mr. Pricer. I am not sure, Senator. 

Senator Neusercer. I would ask Mr. Mapes, the committee counsel, 
at this point, to check the hearing records on the Hells Canyon bill, 
and, if any statement were made on that bill by Governor Rosellini or 
by his administration, that a comment to that effect be placed in the 
record at this point. 

(Srarr Nore.—On March 6, 1957, Representative Don Magnuson 
submitted a statement on behalf of Governor Rosellini for the hearing 
record on the Hells Canyon Dam authorization bill, S. 555. This 
statement unequivocably supported the construction of the Hells Can- 
yon Dam. (Hearing record on S. 555, 85th Cong., Ist sess., p. 42.) ) 

Senator Nevusercer. In other words, the thing that strikes me and 
perhaps puzzles Senator Muskie, although I can’t speak for him, is the 
fact that there have been so many other laws, or proposed laws, to 
modify the preference clause, such as in the Hells Canyon bill, in 
Idaho, and so on. And then why you object so strenuously to this 
very modest sentence which Senator Muskie read a few moments 
ago. 

“You referred to the word “equitably” as being objected to. If 
“equitably” were removed from the sentence, would you support the 
inclusion of that sentence? 

Mr. Price. If you take out the word “equitably,” you would still 
have the word “unreasonable,” which is another word subject to inter- 
pretation. 

Senator Musxm. May I ask this question: 

Are we talking about a preference clause, are we talking about one 
class of customers which have preference under the preference clause ? 

You are saying that among potential consumers in this class, under 
this language as it appears in here, that perhaps you can create the de- 
mand in Washington faster than it can be created in some of these 
other States, and thus Washington would get a bigger share of the 
power produced. 

This is your position, is it not? 

Mr. Price. Would you restate that? 

Senator Muskie. Can we say, in a critical sense, if you don’t have 
this sentence here, and in all of these States that now use Bonneville 
powers there is a class of preference customers, that is, customers that 

ave a preference under the preference clause; so the question is, which 
of those customers should get this power first, since they all have an 
equal priority ? 

Do you object to this because you think that if this policy isn’t 
written in the law that you can create demand in Washington faster 
than it be created elsewhere, so that your share of these preference 
customers can get their power first ? 

Mr. Price. No; we actually wouldn’t like to see what we consider 
an unreasonable geographic concentration of power in our State. 
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Senator Musxir. Then you couldn’t object to this sentence. 

Mr. Price. We don’t object to the intent of this sentence. We are: 
afraid, however, of possible interpretations of the sentence. Our main: 
point is that we do not feel the sentence should be embodied in the act. 
at this particular time because it has not been shown that there is a. 
need for it. We feel it could actually have an adverse effect. 

Senator Muskie. You believe then that there ought to be equitable: 
and reasonable distribution of Bonneville power among all of these 
States, but that you are fearful of language which says so. 

Mr. Price. That is right. 

Senator Neusercer. Any other questions? 

Senator Muskie. Before Mr. Price leaves, I wish that you would 
convey my best wishes to Governor Rosellini, of whom I am very 
fond, whose association over the past 2 years has been a very pleasant 
one for me. 

Senator Neusercer. We also join in our very good wishes to Gov- 
ernor Rosellini, and we appreciate his cooperation in making your 
testimony available here today, Mr. Price. 

Thank you very much. 

Mr. Say is here on behalf of the Portland Chamber of Commerce. 


STATEMENT OF HAROLD B. SAY, PORTLAND CHAMBER OF 
COMMERCE, PORTLAND, OREG. 


Mr. Say. Mr. Chairman and members of the committee we thank 
you for the opportunity of being here but we have no intent of being 
a witness other than filing a statement which we have handed to 


your clerical department here. 

Senator Nevupercer. Your statement will be included in the record 
in full, Mr. Say. You don’t have anything that you want to supple- 
ment it with? 

Mr. Say. Nothing further. 

Senator Neusercer. Thank you very much. 

(The statement submitted by Harold B. Say is as follows) : 


STATEMENT OF PORTLAND CHAMBER OF COMMERCE 


The Portland Chamber of Commerce has carefully considered S. 1927, a bilf 
to amend the Bonneville Project Act in order to establish the Bonneville Power 
Corporation. This proposed legislation, the most recent proposal to establish 
a Federal corporation to generate, distribute, and sell electric power in the 
Pacific Northwest, is believed to warrant the careful study and judgment of 
the people of the region. , 

The Portland Chamber of Commerce has vigorously opposed all earlier legis- 
lative proposals to establish a regional power corporation or authority in the 
Pacific Northwest. S. 1927, the bill now being considered, has benefited mate- 
rially by the hearings held on earlier proposals and by the efforts to refine and 
improve the proposed law. However, it is the firm conclusion of the Portland 
Chamber of Commerce that S. 1927 is basically unsound, unnecessary and 
undesirable. 

There is a surplus of electric power available in the Pacific Northwest at 
this time and the outlook for an adequate supply of power to meet the needs of 
the foreseeable future is very satisfactory. The most recent report of the 
Bonneville Power Administration contains the following statement in this regard : 

“The power outlook has improved considerably over the past year, primarily: 
as the result of new scheduled generation. Another factor is a small reduction 
in load forecasts. The Federal Government has under construction on June: 
30, 1958, an additional 2,484, 650 kilowatts of nameplate rating at seven projects. 
Seventeen non-Federal projects under construction or licensed and scheduled 
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for early construction will add 3,445,250 kilowatts of nameplate rating. This 
additional power supply will enable the region to meet all firm load requirements 
through 1964-65. Projects now under consideration should provide the neces- 
sary power after that date.” 

Accordingly, it is believed very pertinent to question the necessity and pur- 
pose of the proposed law. S. 1927 states the following: “That for the purposes 
of facilitating the orderly, timely, and efficient development of the electric-power 
aspects of the water resources of the Pacific Northwest on a self-sustaining, 
businesslike basis, of administering such development from centers close to the 
people most directly affected, and of facilitating greater participation in the 
formulation and administration of such development by the people of the region 
and their local instrumentalities, there is hereby created as an instrumentality 
of the United States a body corporate to be known as the Bonneville Power 
Corporation * * * .” The Portland Chamber of Commerce notes that the 
Pacific Northwest is amply supplied with hydroelectric power, 64.9 percent of 
which comes from Federal generation, at the lowest power rates in the Nation 
and considers that the development and administration of hydroelectric power 
in the region is now substantially in accord with the significant stated purposes 
of the act. Further, it is not apparent that the proposed Federal Corporation 
_could or would achieve more satisfactory results than are now being obtained. 

It is abundantly clear from study of S. 1927 that the proposed Federal Cor- 
poration would have much greater authority, much more autonomy, and far 
less supervisory and regulatory control than the agencies now engaged in the 
production, distribution and sale of electric power in the Pacific Northwest. 
Such a concentration of Federal authority over the supply of energy essential 
to regional economic life is not in accord with the American principle of free 
enterprise. The Portland Chamber of Commerce is strongly opposed to the 
establishment of a Federal power authority in the Pacific Northwest. 

The Federal Corporation which S. 1927 proposes to establish would be the 
dominant electric utility in the region. It would be free of the tax burdens of 
the investor-owned utilities and it would enjoy the financial backing of the 
Treasury of the United States. It would have broad authority over the deter- 
mination of its power costs and of its power rates. Clearly, other electric 
utilities in the region could continue in business only as long as it suited the 
pleasure of the Federal Corporation for them to do so. Such an unwarranted, 
unnecessary, and unjustified intrusion of the Federal Government into the 
electric-utility business would be a long step toward socialization of electric 
utilities and it would be completely contrary to the historic principles of 
American Government. The Portland Chamber of Commerce is resolutely op- 
posed to any increased participation of government in business in our country. 

S. 1927 attempts to assure an equitable division of federally generated elec- 
tric power throughout the region despite the continued “preference” provisions. 
The effectiveness of this provision in eliminating the existing threat of discrim- 
ination against certain geographic and economic segments of the region in the 
distribution of Federal power would remain to be determined. The people of 
Oregon are at a very unjust and unfair disadvantage in the availability and 
use of Federal power and corrective action is long overdue. It is considered that 
this inequity should be eliminated by appropriate revision of existing require- 
ments rather than by attempting creation of a Federal electric utility. 

In summary, the Portland Chamber of Commerce is opposed to enactment of 
S. 1927 and considers that it contemplates an unjustified, unnecessary, and in- 
defensible intrusion of Government into business. Further, the Portland 
Chamber of Commerce is unalterably opposed to the establishment of a Federal 
power authority in the Pacific Northwest. 


Senator Neusercer. Mr. Charles Robinson representing the Rural 
Electric Cooperative Association. Mr. Robinson, I want to say for 
your information I understand you would like to file a more complete 
statement after you have given oral testimony, is that correct? 


STATEMENT OF CHARLES ROBINSON, RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Rosrnson. Yes, sir. Senator Neuberger, it was my understand- 
ing and I believe it is the understanding of some of the other wit- 
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nesses in conversations with committee staff that we were scheduled 
originally to appear tomorrow. That may account for the fact that 
some witnesses are not here when their names are called. I would 
however be happy to proceed with an oral summary of a written 
statement that is now in the hands of my secretary and ask that I 
be allowed to file the complete statement. 

Senator Neusercer. The hearing record will be open at least for 2 
weeks and you can file the complete prepared statement with Mr. 
Mapes and the other members of the committee staff such as Colonel 
Snead when it is completed. Please be seated and present your testi- 
mony orally then and we will make sure that your statement is in the 
record later on. 

Mr. Roprnson. My name is Charles A. Robinson, Jr. I am staff 
engineer of the National Rural Electric Cooperative Association, 
which is the national service organization for REA rural electric 
systems. 

Thirty-five of the thirty-eight rural electric systems which are lo- 
cated in the States of Washington and Oregon and in Idaho and Mon- 
tana, west of the Continental Divide, depend completely on the Bon- 
neville Power Administration and on the multiple purpose hydro- 
electric plants on the Columbia River and its tributaries for their 
wholesale energy. 

We believe that there is very great need for the enactment of the 
Senate bill 1927. The last 5 years have seen a withdrawal of Federal 
leadership in the field of water resource development. There have 
been no new starts recommended in the Northwest since 1953. There 
has been extreme reluctance on the part of the administration to 
recommend strong Federal interconnections with other Federal power 
systems to the east and to the south of the Bonneville transmission 
network. The doctrine of partnership is restricted to a few choice sites 
in the field of resource development. We believe that S. 1927 would 
afford an entity which would restore coherent leadership in the North- 
west to its resource development program. I would like to emphasize, 
Mr. Chairman, that in considering this bill, the Congress is not de- 
ciding whether or not it will undertake a resource development pro- 
gram in the Pacific Northwest but merely how that program will go 
forward from this time on. 

The existing program we believe is deficient because of its inherent 
difficulty in reconciling orderly resource development with Federal 
budgeting preliminaries and local and national political skirmishing. 
We think that the single entity provided in S. 1927 would solve all of 
these problems. There are a few modifications which we would sug- 
gest in the bill. As did the predecessor witnesses this morning we are 
asking that section 2(g), the second sentence epecially of section 2(g), 
be deleted. The chairman has made an extremely strong case for yo 
position representing the State of Oregon, that that language be re- 
tained in the bill but I would like to point out that if the intent of 
the act is carried out, if the Corporation proceeds with its assigned 
duties, there will be plenty of power for everyone in the region and 
actually this portion of the proposed legislation would be moot. 

We don’t really know what that means. It appears to be a modifi- 
cation of section 5, but it is not so expressly, and what the results of 
its application would be we simply do not know. 
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We are understandably afraid of it because of its relation to sec- 
tion 5 of the Bonneville project act. I would also like to suggest the 
question of whether or not the remedy suggested by the second sen- 
tence of section 2(g), that is, a proposed modification of section 5 
would cure the evil at which it is directed. As I understand it, that 
section of the bill is aimed at a redistribution of energy between the 
States of Washington and Oregon, basically. I wonder if there is 
any assurance that merely because the preference provisions of the 
original act were modified, and these provisions have worked ex- 
tremely well in the Pacific Northwest, whether or not that it would 
necessarily follow that a sizable portion of Federal energy would 
then be available in Oregon. 

There may be other factors which are far more influential than the 
preference clause in causing the present distribution of power under 
which Washington gets a avast larger share. 

We are somewhat concerned, Mr. Chairman, about section 13 of the 
bill which appears at page 41 and which gives the advance consent 
of Congress to an interstate compact. Somehow it seems to us that 
this section of the bill is not in conformity with the intent of the 
recommendation. Presumably at this stage we must assume that the 
Corporation which the bill sets up is competent and would be able 
to carry out its assigned duties in good fashion. 

There seems, therefore, no reason to also place in the bill authoriza- 
tion and perhaps encouragement for the establishment of an interstate 

oup to carry out the same pu and in fact to take from the 
Cortioeation even after it is established all of its duties. It seems that 
yeu would then be returning the resource development situation in the 

orthwest to a group which would be subject even more than is the 
present situation to local political skirmishing. 

So we recommend that that section of the proposed legislation be 
deleted. We also would suggest a technical change at line 7 of page 
19, which is the section of the act dealing with cost allocation. What 
we are afraid of is that the language beginning at line 7 on page 19 
will be construed by the executive branch agencies as legislative con- 
firmation of the 1954 administrative agreement between the Depart- 
ment of the Interior, the Federal Power Commission, and the 
Department of Defense which establishes by administrative standards, 
cost alocation procedures at these multiple-purpose projects. You 
may recall that many of the early projects authorized by the Congress 
were conditioned on application of an incremental method of cost 
allocation which charges to power its incremental cost of construction 
and operation. 

It is true that in the Northwest most of the projects are not suscep- 
tible to this method of cost allocation but some are. What the 1954 
administrative agreement did in effect was say that under no circum- 
stances will the executive branch agencies apply incremental method 
of cost allocation. This has worked a hantabip on our people in sev- 
eral sections of the country and we would not want that 1954 ad- 
ministrative agreement to be set as a concrete standard by statute. 

So we are suggesting that following that section of the bill; follow- 
ing the period on line 12, a proviso be inserted in the bill to the effect 
that nothing herein contained shall preclude application of the in- 
cremental method of cost application to those projects where it is 
appropriate. 
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It would not have to be that exact language, but it would merely 
be something to prevent the executive branch parece from assuming 
that their 1954 agreement had been confirmed by this statute. Aside 
from these few suggested changes, Mr. Chairman, we are whole- 
heartedly in support of the bill and recommend its enactment at the 
earliest possible time. 

Senator Neusercer. Thank you very much, Mr. Robinson. We are 
fully aware and appreciative of the constructive leadership which 
the National Rural Electric Cooperative Association always has shown 
with respect to development of our water resources in general and 
those in the Columbia River Basin in particular. 4 

Senator Muskie, do you have any questions of Mr. Robinson ? 

Senator Musxiz. Not at this time, Senator. 

Senator Neusercer. Mr. Mapes, do you have any questions? 

Mr. Mapes. I have one relating to section 2(g). You stated, I 
believe, that NRECA is concerned with the second sentence in that 
section. 

Mr. Rostnson. That is correct; yes, sir. 

Mr. Mapes. What is the feeling of your association with respect 
to the first half of that section 2(g) ? 

Mr. Rostnson. Well, I think la first sentence of section 2(g) is one 
of the principal attributes of the act. It is good. It gives the Corpo- 
ration necessary powers to proceed and accomplish its purpose. 

Mr. Mares. ‘Do you think the Corporation could carry out the first 


sentence in section 2(g) effectively under this act ? 
Mr. Rosrnson. I think the whole purpose of the act is to enable the 
Corporation to carry out the provisions of section 2(g), the first sen- 


tence, that is. 

Mr. Mares. Do you think the Corporation has adequate powers to 
do so? 

Mr. Rosrnson. Yes; I think it is competent legislation, competently 
drafted to confer on the Corporation wkih it sets up adequate powers 
to carry out its purpose. 

Mr. Mapes. If the Corporation did meet the requirements of section 
2(g), will the second sentence have any effect as far as you can 
interpret it? 

Mr. Rosinson. No, sir; I made that point in my direct testimony, 
that if the purposes of the Corporation are carried out, the issue that 
has been raised with respect to the second sentence will become moot. 
In view of the fact that so many witnesses have expressed concern 
with the second sentence, it would seem to me that we could assume 
that the Corporation will carry out its stated purposes and dispense 
with that sentence. 

As I understand it, that sentence will apply only for practical 
purposes only if a power shortage existed in the Pacific Northwest 
which is the very thing the legislation is attempting to avoid. 

Mr. Mapes. In other words up to the present time existing prefer- 
ence clause has had a minimum or no effect on the distribution of 
power in the Northwest, is that your understanding ? 

Mr. Rosrnson. I am not sure I am competent to answer that ques- 
tion directly, Mr. Mapes. 

I did say that I am not at all certain that the existing proportionate 
division of power between the States of Washington and Oregon, in 

46068—60—6 





76 BONNEVILLE POWER CORPORATION 


which Washington utilizes a great deal more of the Federal power 
than does Oregon, is solely traceable or predominantly traceable to 
the preference clause. I think there are probably other factors. 

Senator Neusercer. Isn’t this true, Mr. Robinson, you are saying 
that if the public utility responsibility clause is carried out success- 
fully, then there will be no power shortage and therefore no need for 
the following sentence which dictates against any unreasonable geo- 
graphical concentration of power, isn’t that true? Isn’t that what 
you are saying ? 

Mr. Rostnson. Yes, sir; that is basically my reasoning, and I think 
that if the purposes of the act are carried out by the Corporation, every 
person aid every corporate entity in Oregon who wanted Federal 
power would be able to secure it. 

Senator Nreusercer. Isn’t it equally true that if your logic is ac- 
curate there is no need for the preference clause itself ? 

Mr. Rosrnson. Yes, sir; that would probably be true if the entire 
provisions of the act—if the act were carried out—there was plenty 
of power for everybody—that logic would follow. 

enator Nrusercer. I want. to ask one or two very brief questions. 
Were you here when I questioned Mr. Norwood about these previous 
modifications which have been made in the preference clause, the Hun- 
gry enaret the Missouri River, proposed in the Hells Canyon bill, et 
cetera £ 

Mr. Rosrnson. Yes, sir; I was here. 

Senator Neusercer. What was the position of NRECA on those 
various modifications ? 

Mr. Rosrnson. We fought against that modification of the omni- 
bus rivers and harbors bill last year as hard as we could. We did suc- 
ceed—at least we attributed part of the success in having it modified 
to our efforts. It was modified on the House side. We are bitterly 
opposed to that type of legislation in which a particular block of 
power from a particular project is reserved for a single State within 
a basin development. And all the more we would oppose this type 
of situation in which power from an entire group of projects located 
in many States is effectively reserved for a single State or to benefit 
a single State. 

Senator Neusercer. What position did the NECA take on the 
500,000-kilowatt reservation for Idaho in the Hells Canyon bill, S. 555 
of the 85th Congress ? 

Mr. Rosrnson. Senator, you are even more aware than I am how 
hard we fought to have the Hells Canyon legislation enacted. I think 
. that time the reservation was not looked upon as an important issue 

us. 

% think that the intervening years have brought into focus the very 
departures from preference that have been suggested in various acts 
and have been accomplished in some, have brought this problem into 
focus and have caused us to pay much more attention to it than we did 
at the time the Hells Canyon legislation was considered. 

The preference principle has been basic. It has been an almost in- 
dispensable tool in development of rural electrification throughout 
the United States. Our people recognize it as such. And I think 
many of the people in the Pacific Northwest, including our own and 
some that we don’t consider our own, recognize it as a basic tool. 
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Senator Nevpercer. You do recognize this, however, that under this 
geographical modification there still would prevail within each State 
the preference clause in behalf of public agency. I am sure you 
recognize that. 

Mr. Rosrnson. I think that is clear from the language, yes. 

Senator Nevsercer. I am sure that you understand that. In other 
words, within the borders of each State, where the State be Oregon 
or Idaho or any other State, that REA could still withdraw power 
from a private power company that that would still exist, that par- 
ticular phase of the preference. 


Mr. Rostnson. Yes, sir; I think that is clear from the language. 
Yet there could be any other interpretation. 

Senator Neusercer. We certainly appreciate your coming here. 

(Mr. Robinson’s prepared statement is as follows:) 


PREPARED STATEMENT OF CHARLES A. ROBINSON, JR., STAFF ENGINEER, NATIONAL 
RuRAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, my name is Charles A. 
Robinson, Jr. I am the staff engineer of the National Rural Electric Coopera- 
tive Association, the national service organization of REA-financed rural elec- 
tric systems in the United States. 

Of the 38 rural electric systems located in the States of Washingon and Ore- 
gon, and in Montana and Idaho west of the Continental Divide, 35 are com- 
pletely dependent on the Columbia Basin Federal Power System for their whole- 
sale energy supply. Without the high voltage transmission system of the 
Bonneville Power Administration, and without the abundance of low-cost elec- 
tricity produced at the Federal dams in the Columbia Basin, the rural electrifi- 
cation program in the Pacific Northwest could not exist. And, during hearings 
last year on S. 3114, a predecessor to the legislation currently under considera- 
tion, considerable testimony was offered to substantiate the proposition that 
indeed the entire economy of the Pacific Northwest is geared to this abundance 
of low-cost electricity. If, therefore, in the years to come that area is deprived 
of this major economic benefit, a very severe restriction upon its growth and 
development can be anticipated. The rural electric systems, as well as all other 
types of businesses, will then be facing a rather uncertain future. 

The past 6 years have witnessed a substantial curtailment of Federal leader- 
ship in area natural resources development. During this period we have seen 
the advent of the partnership doctrine. “Partnership,” be it to morally good or 
bad as you choose, has effectively limited water resource development to partial 
utilization of a few choice sites. The partnership program has, somehow, led to 
a working relation between the agencies of the Federal Government responsible 
for resource development and the investor-owned corporate entities capable of 
participating in the program. This is a sharp departure from the normal con- 
cept of Federal resource development, which has traditionally involved a close 
working relation between the Federal Government and the individual citizens 
themselves or their nonprofit municipal and cooperative local groups. 

During this period of partnership, the smaller, consumer-owned utilities in 
Pacific Northwest have been cut off from the benefits of Federal leadership in 
water resource development, and have been largely left to shift for themselves. 
This has been especially true with respect to areawide planning to meet future 
load growth. During this period, for instance, there have been no recom- 
mendations submitted to Congress for starting new multiple-purpose projects 
in the Northwest. There apparently has been a decided reticence on the part of 
the Administration to undertake construction of the headwater reservoir facili- 
ties necessary to best utilize existing downstream plants. And there has been 
reluctance on the part of the Administration to recommend heavy interconnection 
of the Bonneville transmission system with Bureau of Reclamations facilities to 
the east and south. This very conservative Administration policy has resulted 
in substantial resource waste and a deterioration of the relationship between 
the nonprofit distributors of electricity and the Federal system. 
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Our people, therefore, enthusiastically support the Bonneville Power Cor- 
poration legislation (S. 1927). This legislation will, in our opinion, reverse 
a degenerative trend in the Pacific Northwest and restore a measure of unity, 
coherence, and efficiency to that area’s water resource development program. 

The Congress is not now deciding the advisability of a Federal water re- 
source development program for the Pacific Northwest. The Congress has al- 
ready committed itself to such a program and the issue is now simply what 
vehicle should be chosen to best carry it out. The comprehensive plan set out 
in S. 1927 would, in our opinion, produce a substantially better result than will 
the type of program now operative. The present program suffers from admin- 
istrative inaction and from our inability to reconcile problems of budgetary 
management and resource development with local and national political 
skirmishing. 

There are three portions of S. 1927 with respect to which we suggest modifica- 
tions. The first of these is the second sentence of section 3(g), beginning at 
line 19 of page 14, which reads as follows: 

“In order to promote the diversified agricultural, industrial, and economic 
development of the several States of the Pacific Northwest it is hereby de- 
clared to be the policy of the Government to distribute electric power equitably 
throughout the States of the Pacific Northwest so that there will be no un- 
reasonable geographic concentration thereof. 

What this language means we are not quite certain. It is apparently a limi- 
tation on the preference principle of Federal power marketing so clearly and 
irrevocably set forth in section 5 of the original Bonneville Project Act of 1937. 

The 1937 Bonneville Project Act contains one of the strongest mandates in 
all our law that hydroelectric energy produced at Federal projects be sold first 
to consumer-owned electric distribution systems, and at the lowest wholesale 
rates consistant with sound business principles. The people of the Northwest 
have used this mandate to develop the lowest retail electricity rates in the 
Nation. 

It is our opinion that the preference doctrine has weathered the test of time 
and is a doctrine which should be preserved against modification such as the 
geographical limitations suggested in the second sentence of section (g) of the 
proposed bill. We, therefore, ask for its deletion. 

The second portion of the bill to which we suggest modification is section 
6(d), beginning at line 7 of page 19 which reads as follows: 

“Costs with respect to facilities and activities serving more than one purpose 
shall be allocated among such purposes so as to achieve an equitable sharing 
of the savings of multiple-purpose construction. Costs with respect to facilities 
and activities serving only one purpose shall be allocated to that purpose.” 

In our opinion this language which purports to govern the allocation of 
multiple-purpose project costs could be construed as statutory recognition and 
confirmation of the March 12, 1954, agreement between the Federal Power 
Commission, the Department of the Interior, and the Department of the Army 
which, without statutory foundation, binds these agencies to the exclusive use 
of certain cost allocation procedures which we contend are not universally 
applicable. 

The Congress has in many instances recognized that the power features of 
multiple-purpose river basin development projects are incidental to the princi- 
pal purpose of flood control or navigation. In some instances the Congress has 
by express provision of the project authorizing legislation, provided that such 
incidental power facilities should bear only their incremental cost; usually 
defined as the difference between the total cost of the project and the cost of a 
similar project to serve all purposes except the production of power. 

In other cases the Congress, by reference to recommendations of the Chief 
of Engineers, has given legislative approbation to the practice of allocating to 
power facilities only their incremental cost of construction. 

Yet the 1954 interagency cost allocation agreement provides that, in all cases, 
hydroelectric features shall bear a sizable portion of joint costs without any 
regard to each individual case. 

We believe that this view of the rather substantial legislative precedents 
supporting application of the incremental method of cost allocation, the appro- 
priate administrative agencies should not create a conclusive presumption 
against that method. 

We of course recognize that, especially in the Pacific Northwest but in other 
parts of the country as well, power is sometimes a purpose coordinate in im- 
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portance to flood control navigation or irrigation; and in those cases the lan- 
guage of section 6(d) would be entirely appropriate. It would not, however, 
be appropriate for application to those projects wherein power is a purely in- 
cidental feature and should, therefore, bear no portion of the project joint costs. 

We therefore look upon this section of the proposed bill with some mis- 
giving lest it serve to end legislative sanction to an existing administrative 
practice which we believe is unsound and unreasonable. 

We suggest that the following proviso be added to the bill following the period 
at line 12, page 19: 

“Provided, That nothing contained herein shall preclude application of any 
method of cost allocation which charges hydroelectric facilities no more than 
the incremental cost of their construction.” 

The third portion of S. 1927 with which we take issue is section 13, beginning 
at line 14 of page 41, which reads as follows: 

“The consent of Congress is hereby given to the States of Idaho, Montana, 
Oregon, and Washington to negotiate a compact providing in whole or in part 
for the assumption of the functions, duties, and powers of the Corporation upon 
condition that one qualified person shall be appointed by the President who shall 
participate in said negotiations as the representative of the United States and 
shall make report to the Congress of the proceedings and of any compact agreed 
upon, Any such compact shall not be binding or obligatory upon any of the 
parties thereto unless and until the same shall have been ratified by the legis- 
lature of each of the four States and thereafter consented to by the Congress.” 

We are uncertain as to the purpose and the wisdom of section 13 which con- 
fers the consent of Congress on the States of Idaho, Montana, Oregon, and 
Washington for the negotiation of an interstate compact, and provides for the 
assumption thereunder of the functions, duties and powers of the Bonneville 
Development Corporation. We think that the Bonneville Power Corporation 
is a sound concept which can provide the nonpolitical, nonpartisan leadership 
necessary to achieve unified water resource development in the Northwest. And 
if the Corporation is a sound concept, there is then no need for an interstate 
compact organization to assume its responsibility. It has been our experience 
that the interstate compact type organization is not an effective vehicle through 
which to achieve comprehensive regional resource development. Why then is 
this provision necessary ? 

Except for these few suggestions, we believe that S. 1927 constitutes a widely 
acceptable vehicle with which can be created a new positive approach to a 
solution of the water resource development problems of the Pacific Northwest. 


Senator Neupercer. I see that Dr. Pearl has arrived. However, I 
know that Dr. Pearl, who is the Bonneville Administrator, was de- 
layed in transit because of weather on his plane flight from Portland, 
Oreg., and his staff is not with him. If it is convenient for Dr. 
Pearl and associates, we will hear from him tomorrow morning. 

Thank you for trying so hard to be here; we recognize the travel 
difficulties which were imposed upon you. 

Mr. Mapes, any more witnesses today ? 

I want to thank particularly Senator Muskie for being with us 
this morning. I think the fact that he has shown this interest in a 
region that is as far from the State of Maine as any other part of 
the United States, except our new States of Alaska and Hawaii, is 
demonstrative of his broad gage consideration of the public welfare 
as a whole. We particularly want to thank you. 

Senator Muskie. I am delighted to hear you, Senator, and I par- 
ticularly want to hear Dr. Pear] tomorrow. 

Senator Neusercer. Thank you so much. We will take up tomor- 
row morning at 10 o’clock in this same room and the first witness will 
be Dr. W. A. Pearl with Bonneville Power Administration and with 
members of his staff. 

(Whereupon, at 11:35 a.m. the hearing was recessed, to reconvene 
at 10 a.m. Thursday, July 16, 1959.) 
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THURSDAY, JULY 16, 1959 


U.S. Senate, 
SUBCOMMITTEE ON FLoop ConTroL-RIvers AND HarRsors, 
OF THE CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a.m., in room 

pte Pinte Senate Office Building, Senator Richard L. Neuberger, 
residing. 
, Prensa: Senators Neuberger, Moss, Randolph, and Martin. 

Also present: M. C. Mapes, Jr. and Theo W. Sneed, staff members, 
and Irving Moore, chief clerk. 

Senator Neusercer. The subcommittee will be in order. 

Our first witness this morning will be Dr. William A. Pearl, the 
distinguished Administrator of the Bonneville Power Administration, 
and I imagine that Dr. Pearl will want Mr. Raymond Coulter, the 
a oem solicitor, to accompany him in giving his testimony. 

s that correct, Dr. Pear]? 

Dr. Peary. That is correct. 

Senator Nreusercer. Fine. Would you and Mr. Coulter proceed. 
You may present your testimony in any way you wish. 

However, Dr. Pearl, before you begin, I want to express my appre- 
ciation to you and Mr. Coulter for the very great assistance which 
Mr. Coulter and members of his staff gave to us in preparing this bill. 

There are many technical, legal questions involved, and we are 
grateful for the assistance which we had. 

I want you to know that I understand this assistance was purely 
of a legal and technical nature, and we are very grateful for the 
valuable assistance we had in that respect. 


STATEMENT OF DR. WILLIAM A. PEARL, BONNEVILLE POWER 
ADMINISTRATOR, ACCOMPANIED BY RAYMOND COULTER, RE- 
GIONAL SOLICITOR, DEPARTMENT OF THE INTERIOR 


Dr. Peart. Thank you, Senator Neuberger. 

I do have a prepared statement that I have submitted, but I would 
like to cover this, take up some of the points that I think are of 
particular interest. 

We at Bonneville—and I am referring to the staff, of course—are 
definitely interested in this bill because it does involve us very 
materially. 

Basically, it would pool the activities of marketing power in the 
Bonneville area and the sales of power in southern Idaho which now 
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come under the Bureau of Reclamation, and for this reason we are 
a. interested and appreciate this opportunity of appearing 
fore this committee. 

The putting together of the two activities, of course, makes a ma- 
terial Eticcs as compared with the operation at present, for we 
do not consider southern Idaho in our marketing area under our 
present operation. 

The question of whether a corporation should be established we 
do not feel is something that we at Bonneville should take an active 
part in deciding. We think this is something that the Congress, and 
especially the Congressmen from the Northwest, should decide. 

We, of course, look at this bill from the point of view of our present 
operation, problems that we have today and what would be the effect 
of this corporation bill in solving some of these problems that we 
now have. 

So the paper that I have prepared and have submitted, basically it 
merely covers the items and our comments and suggestions as to those 
things that the Congress should give special attention to in considering 
this bill, and does not in any way deal with the idea of whether there 
should be a corporation or should not be. 

Again I would like to repeat: We feel that is for the Congress to 
Por 9g The top staff at Bonneville have gone over the bill in much 


detail and compared the operation under this bill with our operation 
under the present legislation that we operate. 

f course, we usually refer to the Bonneville Act, and yet there 
are many other pieces of legislation as of today that effect the opera- 
tion of the Bonneville Power Administration. 

The items that I would like to mention and discuss, let me say rather 


briefly, are the following: 

The first one is the public utility wholesale responsibility of the 
corporation. We do not have, of course, that responsibility as we now 
operate. The question of whether this is to be a corporation that has 
a public utility responsibility, again I should say, is something that 
we think Congress should give very serious consideration to. 

As the bill now stands, we feel that it is what you might call a 
limited responsibility for it stipulates that the corporation would 
have a public power responsibility to those people who elect to con- 
tract with the corporation for power. 

In reality, it gives them permission, the corporation, that is, to 
build steam and nuclear plants. We do not have that authority now. 

It also gives them the responsibility of providing funds to the Corps 
of Engineers and to the Bureau of Reclamation for hydro projects 
and other activities such as navigation, flood control, and so on. 

We assume, of course, that the corporation would come under the 
Government Corporation Control Act. But at any rate, it does give 
it a much wider, broader, authority than we now have. 

Another item I would like to mention is rate provisions. Appar- 
ently under the corporation, the rate provisions would be similar to 
the ones under which we now operate, except that it would not require 
the approval of the Federal Power Commission. 

Under the corporation bill we would be required to put the pull- 
back provision in the private utility contract, the same as they do 
today and the same as we do today. 
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We do not see how this is in keeping with a public utility responsi- 
bility, so there — is an item that should be given considerable 
consideration in the studies that are being made of the acceptability 
of the bill as it is now written. 

Another item is the allocation of costs of multiple-purpose projects. 

Today, of course, these allocations are made by the Bureau of Recla- 
mation, Department of Interior, Federal Power Commission, and the 
Corps of Engineers as a construction agency. 

Under the bill this would be done by the new corporation. Another 
item along this same line that should be considered is the bill does 
not stipulate which purposes are reimbursable and which items are 
nonreimbursable. 

If they are reimbursable, of course, they will come out of the project 
revenues, but the bill, I think, is not clear as to which will be reim- 
bursable and which will not be reimbursable. 

Another one of the major items is the question of the preference 
clause. 

Under the present legislation, of course, I think the preference 
clause has pretty definitely been established and it is being dancdil by 
all of our activities. 

Whether the bill is consistent when it says that it wants to retain 
the preference clause, but at the same time it has a policy declaration 
that the distribution of the power must be equitable throughout the 
States of the Northwest, I do not think that the two are consistent. 

It stipulates the States of the Northwest; of course, I would assume 
that they would be referring to the part of Montana west of the Con- 
tinental Divide which is, we consider, a part of Montana that is in our 
marketing area. 

I do think that that is in conflict with the preference clause. So 
again, that is an item in the present bill that should be given consid- 
eration and study. 

The repayment as stipulated in the bill, I am not going to go into 
detail. It is not clear. It refers to this act, the bill, so that after we 
had put considerable time on that, we were unable to be sure just 
what the bill meant in that part that deals with the repayment of these 
capital investments. 

ut that is something, of course, that can be gone over and cleared 
up without too much work. 

It stipulates that the Corporation shall act in cooperation with Fish 
and Wildlife and other agency activities. 

It does not stipulate how these are going to be financed. The only 
question that I myself would wonder about, if a corporation bill such 
as this might mean the power in the area would take precedence over 
all the other activities, that under the present system, of course, they 
are given consideration in all of the proceedings as far as construc- 
tion of new dams is concerned. 


Another item, and this is rather a major one, is the method of 
ae You are all familiar with how Bonneville is financed. It 
y 


is done by direct congressional appropriations. All Bonneville rev- 
enue is turned into the Federal Treasury. 

The financing of the Corporation would be done, of course, from 
revenue and from sales of bonds. 
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The Corporation is a regional activity in the way it is written u 
because the people that are going to head this are all selected from 
the Pacific Northwest. It is the power requirements of an area that 
they are talking about. Since it is a regional activity we are won- 
dering why the financing couldn’t be done by the sale of bonds to the 
public. In connection with this, I would like to mention the things 
that have happened for the last few years in the Pacific Northwest. 

We today, in the Northwest, have adequate power to meet the load 
requirements of the area for a number of years to come, and I don’t 
mean to insinuate now that we do not have to be considering new 
generation, as of the present we are in a pretty healthy condition. 

We have in the Northwest an appreciable amount of Federal gen- 
eration under construction and we also have an appreciable amount 
of non-Federal generation under construction. 

It has been demonstrated in the last few years that the area can 
finance large dams. There are now three large dams going into the 
Columbia that are being built by non-Federal groups so that it would 
appear that it has been demonstrated that the area can finance non- 
Federal large dams. 

Now I don’t want to make that statement so broad that I would 
say everything, because there are probably multiple-purpose dams 
that that statement would not apply to. 

The other items, and I am not going to spend too much time, for 
instance on the interest rate. I think it is rather clear how they 
expect to handle that. 

At present it is what you might say is done by agreement or 
perhaps there might be a better term that you could apply. 

We have a few pieces of legislation that decide what the interest 
rates would be on certain of the projects, but generally speaking, 
interest rate is not stipulated in the legislation and in fact, in some 
of the projects interest is not even mentioned. Yet, Bonneville does 
pay 3 percent on some of them and 214 percent on all of the others. 

I don’t think there is any particular problem on that item. Just 
what the impact of a corporation bill would be on the area and on the 
rates and on the amount of generation is something that could be 
discussed at some length. It would be a matter of personal opinion 
in each case what a person thought the effect would be. So I am 
going to close my general statement by referring to one item in the 

ill. 

The bill permits different rates in different areas. Today, we 
au under what we call a postage stamp rate. That is something, 
of course, that is given considerable stu y and hearings were held 
and it was decided to operate on a postage stamp rate. 

Now I mention that because I think there is an appreciable amount 
of misinformation that gets out regarding the things that are being 
done, but generally speaking you must remember that in an all-hydro 
system such as we have in the Northwest, due to the difference in the 

ow of the rivers during the month of the year and in different years, 
that we have to have some basis upon which we determine how 
much firm power we actually have in the region and that is based upon 
a critical year flow. That is the maximum amount of power that we 
can sell on a firm basis and that firm power today is pretty well dis- 
tributed all over the Bonneville marketing area. With the service 
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that we are now planning to take down into Harney County we feel 
that the area is being well served geographically with Federal power. 

We do have, of course, large amounts of secondary power. That is 
power that is a function of the rainfall and the snowfall. That is to 
say it is something over which we have no previous knowledge and 
no control. The secondary power we sell any place we can sell it, 
but in spite of that we have a large amount that we are unable to sell 
and of course, by relative agreement or contract we sell it to anybody 
that can use it. 

We have contracts in Idaho, Montana, British Columbia, and of 
course, if you have been following the newspapers you will recall that 
we are considering trying to sell some of that in California. 

This is secondary power. It is power available on an as, if and 
when basis. In a critical year, there wouldn’t be any available 9 
months out of the year. In a wet year, it would be available all the 
year. 

* We do not install or build transmission facilities to carry this power 
to market because of the undependable character of the power. 

With these few remarks, I would like to close and ask you how you 
would like to proceed from here, Senator Neuberger. 

Senator Neusercer. Thank you so much, Dr. Pearl. 

I believe you accented your prepared statement very ably, as you 
always do. If it is agreeable with you and Mr. Coulter, perhaps we 
will just have some questions that are prompted by the testimony you 
have presented orally and which you have presented in writing, if 
that is agreeable to you. 

Dr. Peart. That is agreeable. 

Senator Neusercer. Thank you, very much. The distinguished 
junior Senator from Utah, Mr. Moss, is here, and I know he has a 
great interest in our power system in the Northwest and the States 
contiguous to his own State. 

I want to say to Senator Moss that if he has any questions prompted 
by Dr. Pearl’s prepared statement which he has before him, feel free 
to ask any question that comes to your mind. 

I would just like to ask a few questions, if I may. In your oral 
presentation, Dr. Pearl, you suggested if I am not mistaken, that 
the wena be sold to the public under the regional corporation; is that 
correct ¢ 

Dr. Peary. Yes; I suggested that as one method of financing. 

Senator Neusercer. Would that, in your opinion, raise the interest 
costs and therefore the fina] total cost of building projects? 

Dr. Praru. It possibly would. That would be something that I 
wouldn’t be able to answer definitely. 

Senator Neusercer. I just wondered about that when you men- 
tioned it at that particular time. 

You referred then to the non-Federal projects being constructed in 
the Columbia Basin. 

I think you have heard of the three rather imposing large ones 
at the present time. I presume those are projects being built by 
private power companies and publicly operated systems that are based 
in the Northwest, is that correct ? 

Dr. Peart. No, that really isn’t correct. They are being built by 
public groups, the three large ones on the Columbia. 
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Senator Neupercer. I see. You did not have reference to the 
Idaho Power Co.? 

Dr. Pzarv. No, I did not. I was thinking of Priest Rapids, Rocky 
Reach, and Wanapum. The projects being built by Idaho Power are 
not in our marketing area. 

Senator Nreusercer. I understand that, but on the Columbia River 
system, of course, that is what I want to ask you about, about the non- 
Federal power projects to which you referred. 

Other Senators reading the record might have the same presump- 
tion that I had, and that is how will the wholesale rates at these 
projects like Rocky Reach, Priest Rapids, compare with the Bonne- 
ville wholesale rate? 

Dr. Pearu. I think it has been established that they will be some- 
what higher than the Bonneville rates. 

Senator Neupercer. The reason I ask that question was, and again 
I have to operate wholly by memory and I want you to correct me if 
I am wrong, I recall that the Kaiser Aluminum Co., originally in- 
tended to participate in some of the construction of non-Federal 
projects on the Columbia River and then an announcement 
was made by the officials of Kaiser Aluminum Co., that the rate 
for prospective energy for aluminum-recovery was too high for them 
to operate economically, and they were withdrawing from the 
commitment. 

Is that correct or incorrect? 

Dr. Peart. I think that statement is correct, but you realize there 
is no more 2-mill power in the Pacific Northwest. 

It doesn’t make any difference who puts in the projects from here 
on. The power is going to be more expensive than the present power. 

The thing that gives us our low rate today is the fact that the Grand 
Coulee project is large and one of the cheap ones, also. It is just 
natural for engineers to pick the cheapest project and the most eco- 
nomical and construct those first. 

So you do have that condition. On the other hand, you have a 
condition of increased costs, and by that I mean inflation, the cost of 
labor and material. 

You will notice the Federal projects that are going in today, the 
power is costing us much more than, let us say, Grand Coulee, but of 
course, by the method of our pooling all of this, you do get a relatively 
low rate. That will not continue many more years because any project 
you can think of today will be more expensive compared with Coulee. 

Senator Neusercer. I am sure of that. However, John Day—let’s 
take for an example its power pooled with the Bonneville will provide 
cheaper power than Rocky Reach, will it not ? 

Dr. Peart. That is correct. 

Senator Nreusercer. I just want to clarify that for the record, in- 
asmuch as I was somewhat confused when you refer to non-Federal 
groups. 

I am glad we had detailed that. 

Now, let me ask you a rather general question, Dr. Pearl. I think 
you have been Bonneville Power Administrator for about 6 years. 

Dr. Pear. Yes. 

Senator Neupercer. Do you think you can operate a more business- 
like operation under S. 1927 or that it would not have material ad- 
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vantages over your existing undertaking? What is your general 
opinion 

De. Peart. The general statement that I made to start with, if you 
summed that all up, what I am really saying is that the way the bill 
is translated or interpreted would determine the answer to the question 
you asked me. 

These points in there that I consider somewhat vague would have 
a material effect on how I would answer your question. 

The thing that I am particularly concerned with since I have been 
at ensieille is the overall power needs of the area, the development, 
so that you could get a maximum power output of the facilities. 

When you asked about this pooling, I thought that perhaps you 
were going to refer to what I call coordination. When you have more 
than one dam on a river, and each one operates pees. Pare you 
will not get the power out of it, overall, that you would get by a co- 
ordinated operation. 

We have been working on a policy regarding cooperation between 
the operating utilities; that is, everyone who is using power or buying 
power from these projects will have maximum production of kilo- 
watts under the present setup. 

It seems that as of today our operation is successful. We do have 
a large degree of cooperation in the area, and so I would rather 
answer your question by saying it is hard until you see the final draft 
and interpretation to know whether it would help or not. 

Senator Neupercer. Thank you very much. 

In your prepared statement, as well as in your oral presentation, you 
discuss the so-called preference clause controversy. 


You refer to the portion of subsection 2(g) where the Corporation 
would be required to distribute power equitably throughout the States 
so that there would be no unreasonable geographic concentration 
thereof. 

Later on, you said: 


This geographical preference may give rise to conflicts with the preference 
clause. 


Could you go into a little more detail as to how you think such a 
conflict might arise in operating in the preference clause and adher- 
ing to it with respect to the sentence in subsection 2(g) ? 

r. Peart. Yes, I can, for I did bring along with me a tabulation 
we have worked up giving what we think will be the distribution of 
Federal power for the next 10 years, first by States and then by ac- 
tivities within the State. Iam referring to Federal power to publicly 
owned utilities, industrial customers, and privately owned utilities, 

It is, of course, evident from such a study that the power will tend 
to go where there are more public agencies in the future, and I would 
interpret the bill, that is, the corporation bill as it is now proposed, 
that the power would be distributed on an equitable basis. 

I am not sure how to define that, but would not give a larger block 
to one area than another. 

The two, it would seem to me that there would be a little conflict 
there between the geographic distribution and the preference clause. 

Senator Neusercer. Let me ask you some further questions. Let 
ts suppose that this sentence was in the existing Bonneville Act be- 
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cause, after all, the preference clause in the existing Bonneville Act 
is transferred intact, in S. 1927. Are you aware of that? 

Dr. Peary. Yes. 

Senator Nevusercer. But this particular sentence has been included 
in subsection 2(g). 

Supposing you are now Bonneville Administrator and you receive 
a request from Seattle City Light for 100,000 more kilowatts. Seattle 


City Light is a preference customer in the State of Washington; 
isn’t that correct ? 

Dr. Pear. That is correct. 

Senator Neupercer. Supposing simultaneously you received a re- 
quest from an industrial customer in the State of Oregon, let’s take 
a hypothetical case. Let’s say Tectronix. You receive a request for 
100,000 kilowatts. That would be a nonpreference customer in the 
State of Oregon, is that correct ? 

Dr. Pear. That is correct. 

Senator Nevsercer. Would the sentence that you have quoted on 
page 6, subsection 2(g), have any bearing on the decision you would 
then reach as the Bonneville Administrator in allocating that power? 

Dr. Peart. Well, to answer your question, let’s say briefly—and 
then I would like to elaborate on it a little, because this distribution 
that is proposed in the corporation bill has not been defined—but in 
other words, equitable distribution has not been defined so that makes 
it rather a vague term that I am referring to, or that the bill, let us 
say, is using. 

We are working on what. we call downstream benefits or generation 
that results from coordination and we are using that same term, 
“equitable distribution,” in this case, and we just can’t define the word 
so We find we haye a problem. 

Now, to go back to your question a little more directly, the prefer- 
ence customer has the first call on power; but we do have in our present 
contracts a limitation so that no customer can come in and say to- 
morrow, “we would like to have 100,000 more kilowatts.” 

In other words, we have a definite limitation now but if we have 
the power and a preference customer, in this case Seattle City Light, 
asked for that power, they would be given the power; but if an in- 
dustry came in and asked for a block of power, generally speaking— 
we are now operating under some contracts that prevent us from 
selling large blocks of power directly to industry until such time as 
we can supply the private utilities with a given amount of power. 

Now, if an industry came in to us under a circumstance like that, 
we would suggest that they contact the distributors in the area in 
which they were interested in putting their plant. 

Senator Neupercer. Well, let me go on further and slightly revise 
the hypothetical question. 

Supposing the customer in Oregon seeking 100,000 additional kilo- 
watts was not an industry but a private power company. They asked 
for 100,000 kilowatts at the same time that Seattle City Light asked 
for 100,000 kilowatts. 

What effect, if any, would subsection 2(g), requiring the corpora- 
tion to distribute power equitably throughout the States in the Pacific 
Northwest so that there will be no unreasonable geographic concen- 
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ration thereof—what effect would that have on your eventual 
decision ? 

Dr. Peart. That would give us a very definite problem, because 
the way the corporation bill is now written, you have retained the 
preference clause. ; 

That would mean that Seattle would have the first call on that. 
You have put in there the geographical distribution which would 
change the picture, wherein we would have to look at the picture 
a second time from the point of view of a geographical distribution, 
and I could only tell you that that would really give us a problem. 

Senator Neusercer. Do you think it would or would not have an 
effect on your eventual decision ? 

Dr. Peart. You mean which would we observe? 

Senator Neusercer. The preference clause or the geographic dis- 
tribution—which comes first? Which has priority over the other? 

Dr. Peart. The preference clause, you know, is mandatory. The 
geographic distribution is just a policy statement. 

Now I have marked that down in my card here. I don’t know 
whether I can find it, but the geographic distribution is a policy 
declaration. The preference clause is mandatory. 

Senator Neupercer.. You are not certain as to how, out of these 
two as you say—what conflicting mandates you would reach in your 
final decision in allocating this power ? 

Dr. Peart. I would like to leave it the way I did before: that there 
would be a conflict and it would be difficult to answer your question 
under the present writing of the bill. 

Senator Neusercer. If that is the way you feel the situation is, I 
think that is the way we should leave it because that represents your 
best. judgment, evidently, and I am glad to have you reply as you 
think the situation is. Mr. Mapes, did you have some question ? 

Mr. Mapes. I was wondering what Dr. Pearl's legal staff informs 
him on this question. I think it is a nice legal question and I am 
wondering what his lawyers are advising him. 

Mr. Coutrer. You want me to answer that question ? 

Mr. Mapes. If you would like to answer. 

Mr. Couurer. We have had some difficulty, as Senator Neuberger 
is well aware, with this particular geographic preference clause. 

As I recall the report to me at the time of this drafting process in 
Portland, a problem arose with respect to just how that particular 
clause should be framed and we tried to meet the objective that the 
Senator had in mind, but we do see some problems arising in con- 
nection with it that Dr. Pearl has pointed out. 

Basically, this preference clause as it presently exists in the Bonne- 
ville Act and as put into S. 1927 is in mandatory terms and the geo- 
graphic preference here is in terms of a policy statement. I think 
that we would have to have some difficulty in reconciling that. 

One of our problems, I think, would have to be the implementation 
of that geographic preference by some sort of standards that are not 
set out in the bill. 

In a former draft of this legislation there were some guideposts and 
standards set forth in the act to give some guidance to the adminis- 
trative people, but in this one there is not. 





90 BONNEVILLE POWER CORPORATION 


We would have to develop some sort of standards for the interpreta- 
tion of that bill. 

Senator Neusercer. Now you do at the present time have certain 
requirements on you that may conflict with the preference clause; is 
that not correct? 

Mr. Coutrter. If you could be more specific, Senator. 

Senator Nrvusercer. At Hungry Horse—the power at Hungrv 
Horse, let us say hypothetically that Seattle City Light should see} 
additional blocks of power over any other preference customer. 

Would you, as Dr. Pearl’s legal adviser, permit him to withdraw 
that 208,000 kilowatts from a nonpreference customer in Montana for 
Seattle City Light? 

Mr. Coutrer. No; I think you are asking me essentially if there 
isn’t some precedent for this type of thing. There certainly is in the 
Hungry Horse Act. 

Senator Neupercer. If the Hells Canyon Act is passed and becomes 
law, it is a Federal project. You are aware generally of the pro- 
visions of that bill? 

Mr. Coutter. Yes. 

Senator Neusercer. Not any particular phrase, but in general, as 
Dr. Pearl’s legal adviser, if the Idaho Power Co. had claimed that 
500,000 kilowatts for its service area, you would not have permitted 
preference customers to withdraw that from the area if the Hells 
Canyon bill became law? 

Mr. Courter. Senator, I would have to examine that Hells Canyon 
bill a little more closely before I could answer you. 

Senator Neusercer. But under the Hungry Horse reservation you 
would not permit that power to be withdrawn from Montana even 
though it were a nonpreference customer in Montana; is that correct? 

Mr. Couurer. Dr. Pearl would like to answer that. 

Dr. Peart. In the case of Montana, this allocation to Montana, first 
we serve the public group in Montana. We also sell power to industry 
in Montana and also sell power to Montana Power Co. 

Now, should a public group in Montana want power that requires us 
to pull power back from Montana Power Co., we would so do. 

enator Nrusercer. I understand that. 

Dr. Peart. But we would not pull it back from Montana to sell it in 
Washington or some other State. 

Senator Nevsercer. I am referring to the geographic situation. 

I realize that the preference customer in Montana has priority over 
the nonpreference customer in Montana for that block of Hungry 
Horse at site power. 
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I have no doubt of that, but as between the nonpreference customer 
in Montana and the preference customer in Washington or Oregon, 
is it not true that the nonpreference customer in Montana, because of 
that geographic reservation would prevail in obtaining the power? 

Dr. Peart. That is correct. As long as Montana can use the power 
that has been allocated them geographically, Montana gets it. 

Senator Neusercer. So there is precedent for geographic priority 
or reservation or however you want to describe it. 

Mr. Coutrsr. Yes; there is a precedent for it, and I think that you 
are correct in distinguishing intrastate as from interstate in a geo- 
graphic preference situation, 

Senator Nrevupercer. Does this Montana situation give you any 
guidepost as to how you would operate as between the preference 
clause and this geographic concentration sentence? 

Mr. Coutrter. Well, I would say this, Senator, that I think it will 
certainly give us some assistance. I don’t know just how far it would 
help. I am sure that we would draw some benefit from it. 

Senator Nrusercer. But you feel as does Dr. Pearl, that there is a 
definite conflict between these two mandates, the preference clause on 
= -_ hand and the not unreasonable geographic concentration on the 
other 

Mr. Courter. I think there would have to be some reconciliation, 
Senator. 

Senator Neupercer. Could that be done administratively within the 
agency or would you suggest that there be additional guideposts pro- 
vided in the legislation itself ? 

Mr. Courter. Well, Senator, I would say that we have not examined 
it to the point that I could give some definite information. 

I would think offhand that we would prefer some guideposts in the 
legislation itself to assist us. 

Senator Neupercer. Dr. Pearl mentioned that he has brought a 
tabulation showing how the power would be distributed by States in 
the yearstocome. Is that correct, Dr. Pearl? 

Dr. Peart. That is correct. 

Senator Neuspercer. First, I would like to ask you just a technical 
question. Is that suitable for reproduction so that we can include it 
in the hearing record ? 

Dr. Peart. I think the answer is “yes”. We have submitted this 
type of material before and it has been used. 

Senator Nevsercer. Fine. It will appear in the hearing record. 

(The exhibit referred to follows :) 


46608—60. 7 
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Estimated distribution of Federal prime power by States (average year)— 
Average energy during storage drawdown period (Sept. 16—Mar. 31) 


[Thousands of kilowatts] 


1958-59) 1959-60) 1960-61) 1961-62) 1962-63) 1963-64) 1964-65) 1965-66| 1966-67] 1967-68 


State of Idaho: 
For publicly owned utili- 


ti 
For privately owned 
utilities, 


State of Montana: 
“= publicly owned utili- 
ties__ 
For industrial customers: 
Firm 
Interruptible 
For privately owned 
utilities ! 


State of Oregon: 
publicly owned utili- 


For Federal agencies - ---- 
For — customers: 


Interruptible 
For privately owned 
utilities 


State of Washington: 
For publicly 
utilities 
For Federal agencies 
For industrial customers: 
Firm__. 
Interruptible 
For privately owned 
utilities 2 


2, 544 | 2,661 | 2,671 | 2,798 | 2,913 | 3,080 





Percent of total Federal 
WWE 5 os e2teke scceand Y 69.8 | 68.4) 71.3 |) 74.1] 70.8] 68.7 
Total Federal power: 3 

For publicly owned 
ss eo tue 1, 582 | 1,713 | 1,852 | 1,996 | 2,155 
For Federal agencies 306 310 311 334 335 336 
For industrial customers: 
Firm 1,027 | 1,027 | 1,027 | 1,027 
Interruptible 463 53) 444 438 438 438 
For privately owned 
utilities 1 2 786 250 124 318 526 


4, 005 | 3, 3,745 | 3,775 | 4,114 | 4, 482 


























184| 7! 618 632 | 443 | 139 


1 Includes geographic preference to privately owned utilities. 
2 Includes storage repayment for Little Falls and Priest Lake to Washington Water Power Co. 
3 Based on generator installation schedule AA dated Jan. 20, 1958. 


Source: BPA, Load Forecasting, Jan. 29, 1958. 
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Senator Neusercer. I wonder if you could just describe a little 
bit of the tabulation so that we have some idea of what the future 
projected distribution will be among the States? ; 

Dr. Peart. It would be very simple to answer your question by 
taking the States of Oregon and Washington. You find that the 
amount of Federal power that will be available for the private utilities 
for distribution in Trapee will decrease each year. 

The amount of power, of course, that goes to the public utilities 
will increase, but not in proportion to the increase in the State of 
Washington. 

Senator Neupercer. Now let me ask you this. In your experience 
as Bonneville Administrator, if legislation should be enacted to make 
a more permanent and comprehensive legislation for Columbia River 

ower sales regardless of what the final form is, do you believe it 
should contain a provision to keep any one State from monopolizing 
too large a proportion of the energy ? 

What is your opinion on that? 

Dr, Peart. I think you have asked me a rather hard question. I 
don’t know that I have ever given it enough thought to answer it for 
the reason that I have always taken the stand that my job as Bonne- 
ville Power Administrator is to operate within the legislation that 
Iam supposed to operate within. 

I can say this: I think that I am doing that under the present 
act and if there was a corporation bill passed, I would operate under 
the act to the best of my ability. 

The question you are asking me is something I think for the Con- 
gress to decide rather than myself, as an individual, for I think I do 
have a definite obligation to live within the legislation. 

Senator Neusercer. You did express something of an opinion and 
I wanted to ask you about that. Yousay: 

In any event, it would seem that a preference clause is not compatible with 
public utility responsibility and would seemingly be meaningless if the corpora- 
tion were actually to meet such responsibility. 

Now, I wondered what you meant as the literal meaning of that 
sentence. 

Dr. Peart. Generally speaking, what I mean is this: If you assign 
a public utility responsibilty to a corporation, that means they must 
meet the needs and they should not be tied down so that they cannot 
meet the needs. If there is plenty of power, if plenty of power was 
available, the preference clause is not a problem in any way. 

When the oe clause becomes a problem—I should say it 
becomes a problem when there is insufficient power and under the act, 
the Corporation bill, as it is now written, f see no problems unless 
there was shortage of power. 

Now, if it has a utility responsibility and the Congress has decided 
that they want to set up a corporation with a utility responsibility, 
then there would be no problem, so long as there was sufficient power. 

Senator Nzvusercer. Now, do you think that the public utility 
responsibility clause in S. 1927 is sufficiently comprehensive so that 
the corporation would have a genuine public utility responsibility 
which would obligate them to provide power for any potential 
customer ? 
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Dr. Peart. No. I have discussed this at length with our legal 
staff and the top staff at Bonneville. We think it is what we would 
prefer to term a limited responsibility. It is not a full, utility 
responsibility. : 

Sedition Nevusercer. In other words, it is not sufficiently compre- 
hensive to provide, Dr. Pearl, that any bona fide customer that comes 
to the Corporation, be it a municipal system, a private industry, or 
private utility company, that they can obtain the quantity of power 
that they seek to buy. 

In your opinion, this utility responsibility is not sufficient to order 
the Corporation to provide within a reasonable time that energy, 
whether it is done by hydro, by thermal or by nuclear methods. 

Dr. Peart. I think that is true. I would call it a limited 
responsibility. 

enator A You think the bill would be improved if this 
responsibility were made more comprehensive ? 

Dr. Peart. That is the decision, of course, that I answered at the 
very start of my oral discussion; that is to say, that is something for 
the Congress to decide whether they wish to assign an unlimited 
responsibility to a corporation. 

enator Neupercer. Would it be possible for Mr. Coulter to provide 
us, just a technical draft of language which you and he think would 
provide an unlimited public utility responsibility ? 

Mr. Covtrer. That would certainly be possible, Senator. It 
wouldn’t be possible immediately. 

Senator Neusercer. I understand that. 

Would it be possible for you to do so within the relatively near 
future so it can be included in the hearing record ? 

I realize that this would not commit you or Dr. Pearl or the Sec- 
retary of Interior to an endorsement of it, but just some drafted 
language as you see it. 

Mr. Counter. Yes. 

Senator Nevsercer. I would appreciate it if you would. 

Mr. Covuurer. I understand now, Senator, that you would want a 
draft that would revise this utility responsibility as it is presently 
written in the bill to be a general public utility responsibility for 
the Corporation, as that term is normally employed ? 

Senator Neusercer. That is correct. 

Mr. Coutrer. Yes, we can supply that. 

(The following letter was ndhndenenty received from Mr. Coulter :) 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLIcITor, 
Portland, Oreg., August 7, 1959 
Hon. RicuHarp L. NEUBERGER, 


U.S. Senate, 
Washington, D.C. 


Dear SENATOR Neusercer: At the hearings on S. 1927, the Bonneville Power 
Corporation bill, you requested a further drafting service from this office rela- 
tive to the proposed Bonneville Power Corporation which would give to the 
Corporation a public utility responsibility as that responsibility exists in private 
utility law. 

We are aware of no fixed legal definition of the term “public utility respon- 
sibility.’ However, the term has generally been understood in the utility field 
as imposing four duties: (1) to serve all who come; (2) to provide adequate 
facilities for service; (3) to serve at reasonable rates; and (4) to serve without 
discrimination. The limits of this responsibility are dependent upon the geo- 
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graphical area in which the facility is established to serve; the type of service 
the utility purports to render, and possibly other factors. It is our understand- 
ing, for example, that a utility which holds itself out as a wholesaling utility 
only would not be required to provide retail service. Similarly, a utility which 
does not have any of its own generation but was established solely to act as a 
distribution agent for power generated by others, such as the Federal Govern- 
ment, would not be required to construct or provide generating facilities. There 
is some question as to the extent to which a utility providing general electric 
service in an area is required to provide service for new industries which would 
consume large amounts of power. 

The matter of service without discrimination is also subject to qualification. 
It would perhaps be more accurate to say service without unreasonable dis- 
crimination since distinctions between different users are permitted provided 
the distinctions have a legitimate rational basis. Such distinctions may be ex- 
pressly provided for in the statute or they may be left for administrative or 
judicial application or approval. The compatibility of the preference clause and 
of the 5-year pullback provision of the Bonneville Project Act with this aspect 
of the public utility responsibility must be considered. The imposition of a com- 
plete public utility responsibility on the Corporation would probably require 
repeal of these provisions since a distinction between public and private dis- 
tributors appears to have no basis that is compatible with the obligations in- 
herent in such complete responsibility. For a similar reason, the last sentence 
of subsection 2(g) of the bill would appear to be incompatible with a com- 
plete public utility responsibility. 

A full public utility responsibility would probably be compatible with the re- 
quirements contained at numerous places in the act for comprehensive multi- 
purpose development and for coordinated power development or development for 
other purposes. Even in private utility operation, it is generally recognized that 
an FPC license is required for most hydroelectric generation projects, and the 
terms of the Federal Power Act require the FPC to give consideration to purposes 
other than power and to reject license applications if the project would be detri- 
mental to comprehensive multipurpose development. 

Fundamentally, however, it is doubtful that the proposed Corporation could 
be given a full public utility responsibility. The public utility responsibility 
is predicated upon the existence of some authority greater than the utility 
which could enforce the assumption of the responsibility. In the case of the 
Federal Government, there is no such higher authority. Who is to tell future 
Congresses that they must provide all facilities necessary to supply the power 
needs of the Pacific Northwest? We know of no way in which a form of en- 
forceable obligation could be conferred on the Corporation. An alternative 
would be to confer upon the potential customers of the Corporation the right 
to sue for damages if the Corporation does not fulfill its responsibility. How- 
ever, we do not understand that it is your intent to provide such rights to money 
damages in the event that future Congresses decide that it is inadvisable to 
proceed with a particular level of development. Probably, the most that could 
be done in this legislation is to state a congressional policy that the Corporation 
will meet the net wholesale power requirements of any customer who desires to 
purchase power from the Corporation for use in the Pacific Northwest; and 
then to give the Corporation ample authority to meet these power requirements. 
Changes which might emphasize this authority would include the following: 

1. On page 10, line 1, change “may” to “shall” so as to provide that the Corpo- 
ration shall provide funds for authorized Federal water resource development 
facilities in the Pacific Northwest which are necessary to enable the Corporation 
to meet electric power demands. 

In this connection, the language in lines 8 through 11 on page 10 may be a 
little too broad and may be subject to misinterpretation. We understand that it 
has never been your intention that the Corporation would preempt the function 
of supplying power at wholesale in the Pacific Northwest. 

When drafting service was provided to you earlier by this office, it was not 
the drafters’ intent to have the language in lines 8 through 11 indicate any 
such all-encompassing responsibility ; however, a review of that language indi- 
cates that it might be subject to such an interpretation, particularly the words 
“to enable it to meet electric power demands for all uses.” This language should 
probably be modified to read “to enable it to meet its electric power marketing 
responsibilities under this act.” With this change, the provision would be com- 
parable to the language in subsection (c), lines 4 through 7, on page 11. 
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A second change for strengthening the public utility responsibility would be to 
change the word “may” to “shall” on page 11, line 1. This is comparable to 
the change suggested above for page 10. 

Changing subsection 2(b) and 2(c) so as to make this mandatory rather than 
discretionary would still leave the Corporation with discretion as to the amount 
and type of facilities to be provided since the mandatory direction would be 
to provide the facilities which the Corporation deems necessary to enable it to 
meet the responsibilities under the act. 

Under section 2(h), on page 15, the Corporation is given the mandatory duty to 
prepare and submit annually an advance program for the construction of such 
facilities as will permit it to meet its responsibilities under this act for the 
next 6 years. These would, of course, include its public utility responsibilty 
as that responsbility is elsewhere described in the act. The Corporation would 
be required to suggest the facilities necessary for meeting the responsibility. 
The Congress would then have the responsibility to determine whether the 
facilities were to be authorized, if hydroelectric facilities, or whether the Corpo- 
ration were to be allowed to construct them. The latter control would be 
exercised through congressional review of the Corporation’s budget program. 
This ability of Congress to stop programs proposed by the Corporation to meet 
the power needs of the area, while desirable from the point of view of congres- 
sional control over Government agencies, is itself incompatible with a complete 
public utility responsibility. The Corporation’s lack of ability to control its 
own finances and expenditures would make impossible the imposition of a com- 
plete utility responsibility. The alternative would appear to be the congressional 
declaration of policy previously mentioned. 

As we noted at the outset, the concept of “public utility responsibility” is 
susceptible to a number of variations. If the suggestion which we have made 
herein does not provide in sufficient detail for the precise responsibility which 
you envisage for this corporation, we would be happy to attempt a further 
refinement upon being advised in more detail of the policies which you desire 
to prescribe. 

You understand, I am sure, that the comments and suggestions contained 
herein are submitted in response to your request for drafting assistance. They 
are not to be construed as necessarily expressing the views of the Department 
of the Interior or the Solicitor’s office concerning the desirability of the specific 
changes suggested or of the imposition of a public utility responsibility upon 
the Corporation. 

Very truly yours, 
RayMonpD C. Coutter, Regional Solicitor. 


Senator Nruspercer. Mr. Mapes? 

Mr. Mapes. Dr. Pearl, can you tell the committee what the effect 
of the preference clause has been to date on Bonneville power mar- 
keting? Could you summarize that for the record? 
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Dr. Peart. I am not sure that I understand just what you would 
like. 

In other words, has the preference clause—is that what you are 
saying—been a handicap to us? 

r. Mares. Yes. What effect has it had upon your marketing as 
of the present time? 

Dr. Peart. The preference clause is not a handicap when you have 
plenty of power available; and in the area we now have plenty of 

ower. 
P We are able to meet the requirements of all of our preference cus- 
tomers and we will be able, for the next 3 or 4 years, to meet the re- 
quirements of our other customers—that is, when the power is avail- 
able that is now under construction. 

Mr. Mares. When do you first foresee a shortage that would bring 
the preference clause into effect ? 

Dr. Peart. Well, you have asked a question that I wouldn’t like to 
answer too briefly, because the power picture—whenever we put out 
a pamphlet that we call the Power Outlook, we deal with it on two 
bases. 

One is a critical year and one is an average year. 

With average water, the power picture in the Northwest is good 
for 10 years. 

Under critical water, there will be a shortage in the next 4 years 
in the area. 

Now, then, that leads into the engineering discussion of what is 
the potential hazard of a critical year, and 1 would rather write an 
article on that than answer in one sentence. 

Mr. Mapes. I understand that. 

Do you think, however, that even if you had this critical year—put 
it this way: If you had a critical year in 1962 or 1963, have you any 
estimates in this chart which you laws prepared as to the amount of 
power which would have to be pulled back? 

Dr. Peary. We have a chart here—and it is a different one than the 
one I was referring to before—which answers your question very 
definitely. 

(The exhibit referred to follows :) 





98 BONNEVILLE POWER CORPORATION 


Estimated distribution of Federal prime power by States (critical year)— 
Average energy during storage season drawdown period (Sept. 16-Apr. 15) 


(Thousands of kilowatts] 


1958-59) 1959-60) 1960-61) 1961-62| 1962-63) 1963-64) 1964-65) 1965-66 1967-48 


State of Idaho: 
For publicly owned util- 
ace encanta ands 
For privately owned 
ER 





Percent of total Federal 
prime power 








State of Montana: 
For publicly owned util- 
ities § 1 
For industrial customers. 139 139 
For privately owned 
utilities ! 57 56 


207 








Percent of total Federal 
prime power 5. bs i : 5.5 











State of Oregon: 
For publicly owned util- 
ities 355 386 
For Federal agencies 3 3 3 3 3 
For industrial customers. 213 213 
For privately owned 
Ge déckastamescn 224 124 


795 726 








Percent of total Federai 
prime power 5. 5 ; 20.9] 18.9 








State of Washington: 
For publicly owned utili- 





For Federal agencies - -_-- 

For industrial customers_- 

For privately owned util- 
ities 2 











Percent of total Federal 
prime power 





Total Federal prime power:3 
For publicly owned utili- 
ties ‘ 
For Federal agencies - ---- 301 
For industrial customers_-_| 1, 097 
For privately owned util- 
ities 12 


Total power distributed | 3, 598 | 3, 510 
Surplus available for in- 
terruptible 























1 Includes geographic preference to privately owned utilities. 
2 Includes storage repayment for Little Falls and Priest Lake to Washington Water Power Co. 
3 Based on generator installation schedule AA, dated Jan. 20, 1958. 


If we had a critical year in 1962 or 1963, there is sufficient resources 
in the area to meet all the firm loads. 

There again, I have to remind you that the Northwest is a little 
different than the rest of the United States because we have a heavy 
interruptible load. That is to say, in a critical year we could not 
serve any of our interruptible during drawdown period, but we could 
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serve all of our firm loads; and then, again, it depends upon the 
philosophy you put on the word “interruptible.” 

Now, “interruptible power” is power that we sell when it is avail- 
able. The aluminum companies—about 40 percent of the power 
they take comes in the category of interruptible power, and they 
realize and understand and know that if it is a dry year, that that 
power will be curtailed. 

Mr. Mares. Is my understanding correct that a year or two ago 
Bonneville informed the private companies in the area that there 
might be the necessity of pulling back under the 5-year pullback 
clause at some time in the future? 

Dr. Peary. Yes, that is very definite and that is all understood. 

Mr. Mares. What was the effect of that notice? Just what did 
you say ? 

Dr. Peart. Probably I should say it was a stimulant for them to 
put in some generation. 

Mr. Mapss. In other words, the possibility of a shortage? 

Dr. Peart. It is this new generation coming in that will make it 
possible for them to meet their loads when Bonneville starts to cur- 
tail the power that it delivers to them. 

Mr. Marrs. You pointed out earlier the inconsistency between the 
preference clause and this public utility responsibility. 

This has been widely dicussed, of course, and I understand what you 
mean, but if it is the policy to protect the public agencies, especially 
those small ones which do not ieee their own generation, don’t you 


think it would be worth while to include in the act a provision of this 
type, which, in the event of a shortage caused by some failure of the 
corporation under its public utility responsibility, would protect 


those agencies ? 

Dr. Peary. The agencies you are referring to are public groups. 

Mr. Mapes. That is correct. 

Dr. Peart. And they come under the preference clause. I think 
it is pretty well admitted by everyone that under the Bonneville Act 
we do not have a power responsibility ; and these groups that you are 
talking about are at present engaged in putting in new generation to 
meet their loads as of the time when the Federal Government cannot 
meet them, regardless of the category they come in. 

Mr. Mapes. A few of them are. How many public agencies are 
presently putting in power—Seattle, Tacoma? 

Dr. Peart. They have organized a group, and as a group they are 
studying projects and potential projects for generation to take care 
of their loads. 

I am not sure but I think there are 17 PUD’s in the State of Wash- 
ington that have gone together in the State of Washington and are 
making such studies. They have been in and studied the integration 
of the projects they are considering with the Federal projects. 

Mr. Mares. Have you made any estimates of the time in the future 
at which Bonneville will be unable to provide the preference customer 
loads adequately in a critical water year? 

Dr. Pearu. Yes, we have. We are rather positive as of today that 
we can meet all of the preference customer requirements, even in a 
critical year, for at least 10 years. 

Mr. Mapes. Ten years? 

Dr. Peary. Yes. 
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_ Mr. Marss. And these groups you mentioned are prepared for the 
time subsequent to that ? 

Dr. Peary. That is right. 
_ Mr. Mapszs. Does the available supply of power—that is, by these 
individual agencies—have much effect on the flow pattern of pow r 
from Bonneville? 

Let me elaborate on that. In Grant County and Chelan County I 
believe you will have power coming on the line in the next few years. 
Will that relieve Bonneville’s requirements—the problem of Bonne- 
ville serving these preference customers ? 

Dr. Peart. It will for the power that will come on the line from 
Priest Rapids, for example, which will go to take care of the require- 
ments of the private utilities. Their requirements on Bonneville will 
be less and so the answer to your question is “Yes, it does.” 

Mr. Mares. Does that also release, for instance, the Chelan load or 
the Grant County load on Bonneville at the same time? 

Dr. Peart. It depends on how they can elect to use this. 

You see, there are two things they can do: They can sell the power, 
and then in turn buy their power from Bonneville as a preference 
customer, or elect to use their own generation; but in any case, the 
final outcome is the same. 

In order words, any of these things you are referring to do not 
change the overall load and resources in the area. It just changes 
where they get the power. 

Mr. Mapes. That is what I am trying to bring out—the effect upon 
the flow pattern of the power, particularly since this is our concern 
here today from the Federal system. 

Dr. Peart. The thing that has happened, of course, is that the 
ag utilities have elected to buy blocks of power from these two 

UD’s, and let’s say at least from Chelan County, and as a result it 
changes the flow pattern because that power will not be required from 
Bonneville but it will be suplied by these new projects. 

Mr. Mapes. Getting back to another question, have you made any 
studies at Bonneville or have any of your staff made studies on the 
possible interest rates at which bonds might be financed in the open 
market if this was done as you suggested ? 

Dr. Peart. No, we have not. 

Mr. Marss. Do you happen to know what the interest rates have 
been on other public developments in the Northwest ? 

Dr. Peart. Yes, that information of course is available and has 
been in the newspapers and various places and I am assuming you are 
referring to Rocky Reach and Priest Rapids. 

Mr. Mapes. If you have these figures available, we would like to 
have them. 

Dr. Pearu. I do have them and could submit them. I would not 
like to quote from them by memory. 

Mr. Mapes. You would not like to? 

Dr. Pearu. No, because I am not positive enough of them. 

Senator Neusercer. You could obtain them and submit them to us 
in writing? 

Dr. Pear. I can submit those that we have to you for the record. 
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(The following information was subsequently supplied :) 
The coupon interest rates on bond issues were as follows: 


Priest Rapids Dam 
Rocky Reach Dam 
Wanapum Dam 


Mr. Mapszs. I have one question on power marketing, Dr. Pearl. 
When you have nonfirm power and it is sold as interruptible, how does 
the price which it brings compare with the price at which you 
normally sell your firm power? 

Dr. Peary. We sell both interruptible and dump power on a non- 
firm basis. The dump power is for fuel replacement and reservoir 
filling and sells for 214 mills per kilowatt-hour. Interruptible power 
is sold at the same rate as firm. 

Mr. Mapes. I see. 

Dr. Peart. If we could use the 100-percent availability, of course, 
interruptible would be at our regular $17.50 per kilowatt-year rate 
and the other item that I shouldn’t neglect to mention is to say that 
this interruptible power is sold on a monthly basis and therefore, does 
not ratchet. If it is taken for a month, they pay that pro rata 

art and do not pay for the balance of the year, the same as if it were 
firm power and the subject of ratchet. 

Mr. Marrs. Under the firm power rate, if they take it at 100- 
percent load factor, it is approximately 2 mills. 

Actually of course, it is considerably higher than that because the 
load factors are not that high, isn’t that correct? 

Dr. Peart. That is correct. 

Mr. Mares. Could you compare the average rate at which it is sold 
with the rate which the interruptible or dump rate brings, for 
instance ? 

Dr. Peart. H-rate or dump power is sold at 214 mills except in 
the case of aluminum companies where they buy under the C—4 sched- 
ule, because their load factor approximates 100 percent. 

Our average customer it will cost him, because of the load factor, 
2.8 mills, let us say roughly 3 mills, whereas, if they could take it at 
100-percent load factor, it would cost him 2 mills, using the C-4 rate. 

Mr. Mares. You mentioned earlier a postage stamp rate, Dr. Pearl. 
weet is the authority under the present act for the postage stamp 
rate? 

Dr. Peart. That is a matter of administrative determination. 

Mr. Mapes. In other words, there is nothing in this present bill 
which would prevent that from continuing in effect? 

Dr. Peart. We, that is true. It was done as I said, by study and 
hearings. 

It was decided that they would adopt the postage stamp rate and 
that is when Bonneville first started operation. 

Mr. Mares. One other thing. The bill would provide for Bonne- 
ville’s power interchange, interconnection, and soforth. Do you think 
that would be desirable for Bonneville’s operation ? 

Dr. Peart. Yes, I think it would be for Bonneville’s operations. 

Senator Neusercer. Dr. Pearl, I would like to ask you and Mr. 
Coulter a question. 
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You discussed a little earlier the Hungry Horse power reservation 

and its method of operation. Do you think it would be advisable 

policy to include in legislation a reservation for the State of Oregon 

at the John Day proportion or that proportion of John Day at site 

power project which is generated in Oregon ? 

2 Dr. EARL. If you are asking for a personal opinion, I would say 
yes. 

I would like to have Mr. Coulter give his reply. 

Mr. Courter. That would be a policy question rather than a legal 

one, Senator. 

Senator Nevusercer. Well, you can answer a policy question, can’t 
you, Mr. Coulter? 

Mr. Courter. Yes, but I had never given much thought to that one 
We had discussed it, of course, and I agree with Dr. Pearl. 

I think it would probably be of benefit to the State of Oregon. 

Senator Neusercer. Thank you very much. 

Senator Moss, has this prompted any questions on your part? 

Senator Moss. No, I have no questions at this time, Mr. Chairman. 

Senator Neusercer. We are delighted to have you here and know, 
of course, your great interest in the Upper Colorado River. 

Senator Martin, we are pleased to have you here, also, and I recog- 
nize that Iowa, for all of the great agricultural advantages that they 
enjoy, is undoubtedly interested in this also. 

I wondered if you had any questions that you would like to ask. 

Senator Marttn. I have none, Mr. Chairman. 

Mr. Mapes. I have one additional question, Dr. Pearl. 

Can you tell me how many public agencies power is sold to? You 
mentioned the additional generation coming on the line. How many 
public agencies do you presently sell power to? 

Dr. Peart. Would you permit me to submit that for the record? 
I would have to take our customers and count them to get you an 
accurate number. 

Mr. Mapes. I think that will be fine. 

Dr. Peart. That is an easy one to answer by just counting them. 

Mr. Mares. That will be all right. You may submit it for the 
record. 

(The following information was subsequently supplied :) 


As of December 31, 1958, Bonneville Power Administration had the following 
number of publicly owned utility customers: 


UNI TOI i Nakao inact ass onthe seg ike ws ane alos tec Nig 18 
appa Same ene ik a Os hula ee 24 
Cooperatives. 


Mr. Mares. I wanted to follow that up with a question, and this 
could be provided later. How many of those agencies have their own 
generation or have a plan and are building additional generation ? 

How many members of a cooperative group are planning such 
generation ? 

Dr. Pzart. Now, we will submit the answer to that on the basis 
of those that have licenses to build generation and those that are 
planning and do not have a license, but are planning. 

Mr. Mapes. If you will divide it up that way it will be fine. 











di 


Ge 
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Dr. Pearu. We could not do it any other way, because there is a 
different number in each case. 
(The following information was subsequently supplied :) 


Generation construction plang of publicly owned utilities in Pacific Northwest 
as of Jan. 30, 1959 


Douglas County Public Utility District... License requested. 
Rocky Reach Chelan County Public Utility District... Under construction. 
Grant County Public Utility District. --- License granted, sched 


Under construction. 

Permit requested. 

Permit granted. 
Do. 


Do. 
Permit requested. 
a requested. 
0. 


Do. 
Permit requested. 
Do. 
Do. 
Permit granted. 
License granted. 
Do. 
Do. 
Do. 
Permit granted. 
Licence requested. 
Do 


Do. 
Permit granted. 
Do. 


Do. 


Do. 
License requested. 


Priest Rapids 
Ben Franklin--- 
Yaak Falls -. 
Five Mile. -. 
Lower Yaak.. 
Smith Creek.. - 
Priest Lake. do 
Pend Oreille Public Utility District 
City of Seattle 
— County Public Utility District_- 


Condit. do 

Little White Salmon....| Skamania County Public Utility District_ 
Carmen. City of Eugene 

Trail Bridge do 

Mossyrock 

Mayfield do 

Grays River Wahkiakum Public Utility District... - 
Sultan No. 1..-.---.-- Snohomish Public Utility District 
8 LEP’ do - 

Sultan No. 3 


Sa8esceBannon dB 


— 


SBESoaRBEAS 


Beaver Cree 
Griffin Creek. 
Tolt River 
Bald Mountain 


1 These are alternate projects, license applications are in conflict. 


Senator Nevusercer. Dr. Pearl, we appreciate you and Mr. Coulter 
coming here. You are always most helpful and cooperative. 

I would appreciate it, at your convenience, if you would supply 
us with the various written materials which we have requested. 

(The full prepared statement of Dr. William A. Pearl is as fol- 
lows:) 


PREPARED STATEMENT OF Dr. WM. A. PEARL, ADMINISTRATOR, BONNEVILLE POWER 
ADMINISTRATION 


I am glad to have this opportunity to appear before your committee to discuss 
S. 1927. We at the Bonneville Power Administration have a very definite inter- 
est in the bill since it would convert the Bonneville Power Administration into a 
Government corporation with additional responsibilities and powers. We under- 
stand that our present employees would be taken over by the Corporation and 
their rights under civil service laws would be preserved. 

S. 1927 would rewrite most of the Bonneville Project Act with very substan- 
tial changes. It would establish the Bonneville Power Corporation as a Federal 
corporation to take over the power marketing functions now being conducted 
in the Pacific Northwest by both the Bonneville Power Administration and the 
Bureau of Reclamation. The Bureau of Reclamation markets power from its 
projects in southern Idaho and has marketing responsibility for a reclamation 
project which it has under construction in southern Oregon. Bonneville Power 
Administration does not operate in southern Idaho but operates in Montana 
west of the Continental Divide, in northern Idaho and fairly extensively 
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throughout the States of Washington and Oregon. The territory now covered 
by the two bureaus constitutes what the bill defines as “the Pacific Northwest.” 

The Corporation would have considerably more extensive authorities and 
responsibilities than do the present marketing agencies. I should like to men- 
tion briefly the major differences as I see them. 

The first, of course, is that the marketing of power would be taken over by a 
corporation which would be established outside of any of the executive depart- 
ments of the Government. The Corporation would succeed to the marketing 
programs of two Department of the Interior bureaus in the area, namely, the 
Bureau of Reclamation and the Bonneville Power Administration. 

The Corporation would be vested with a substantial measure of public utility 
wholesale responsibility in the case of customers wishing to contract with it on 
that basis. The present marketing agencies do not have such responsibility 
but are simply, from a legal point of view, engaged in the disposal of surplus 
Government property, namely, electric energy generated at Federal projects 
in excess of project requirements. This is a fundamental change in marketing 
responsibility which of necessity is a matter for congressional decision. 

This issue, namely, the establishment of a Federal agency with a public utility 
responsibility, is one of the most fundamental points involved in the proposed 
legislation. It is a basic policy matter on which Congress must make the deci- 
sion, acting on behalf of the people. There are many items in this bill that 
should be given very careful scrutiny by the Members of Congress. 

The Corporation would be endowed with many of the attributes of a private 
corporation, such as a board of directors and, in general, the corporate method 
of doing business. 

The Corporation would be authorized to build thermal or nuclear powerplants 
without first obtaining congressional authorization for each plant, although 
before proceeding with such a plant the Corporation would be required by the 
terms of the Government Corporation Control Act to submit proposals for such 
construction for budget review by Congress. The Corporation would be able 
to advance money to the Bureau of Reclamation or the Corps of Engineers to 
finance the installation of generators at existing plants or to finance the con- 
struction of new authorized hydroelectric projects, including nonpower features 
such as navigation and flood control works to the extent that such nonpower 
features were necessary to permit the operation of the project for power pur- 
poses. The present marketing agencies cannot build thermal or nuclear plants 
and BPA cannot build or finance any other type of generation. 

The Corporation would have broader authority than the present marketing 
agencies in the matter of interconnections with other power systems, the wheel- 
ing of power generated at non-Federal projects, and the exchange or purchase 
of power or water. The Bonneville Project Act authorizes interchanges of 
electric energy and interconnections with other Federal projects or publicly 
owned systems. Interconnections and exchanges with private power systems 
are, of course, made in connection with power sales or other contracts which 
are authorized by the act. In general, the authorities that the bill would pro- 
vide would enable the Corporation to proceed more like a private company with 
its operations and the marketing of power, including such things as purchase 
or exchange of power or water, interconnections, wheeling, coordination and 
the procurement of additional power supplies. 

The provisions of the present act with respect to power rates and wholesale 
power contracts are fundamentally unchanged by the proposed legislation ex- 
cept that the requirement for approval and confirmation of rates by the Fed- 
eral Power Commission would be eliminated. Hence, the Corporation would 
have to include in its contracts with private utilities the so-called 5-year pull- 
back of the power in the event the Corporation needed it to fulfill its obligations 
wih preferred customers. Such a pull-back provision is hardly in keeping with 
the public utility responsibility established by the bill. 

The bill proposes that the Corporation have responsibility for making cost 
allocations. At the present time the Secretary of the Interior makes such al- 
locations for reclamation projects. Of the Corps of Engineers projects, the 
Federal Power Commission has the cost allocation responsibility for Bonneville 
Dam, McNary Dam, and the four lower Snake River dams. Of the latter, only 
one—Ice Harbor—is presently under construction. For the remainder of the 
Federal projects in the BPA marketing area the Corps of Engineers as the con- 
struction agency, assumes cost allocation responsibilities. Presumably, the bill 
would best this responsibility in the Corporation but the language is still some- 
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what vague on this point. On page 18 at lines 15 to 21, inclusive, reference is 
made to cost allocations, but this language, when taken in connection with that 
beginning at line 8 on page 20, leaves open to some question the matter as to 
whether the Corporation would have authority to make the allocations of costs 
on projects that had been completed for more than 1 year prior to the effective 
date of the bill. 

Another point in question should be mentioned. There is no express pro- 
vision in the bill as to which costs are reimbursable and which are nonreim- 
bursable. Possibly, the thought is that present laws on this point would not 
be changed, but unfortunately, present laws are largely silent on this point. 
Except for the Reclamation Project Act of 1939, and a few minor situations, 
the present statutes do not expressly cover the point of reimbursability. A pos- 
sible further exception is the provision of the Bonneville Project Act requiring 
that rates be fixed having regard to the recovery of the cost of producing and 
transmitting electric energy, including the amortization of the capital invest- 
ment over a reasonable period of years. Several of the purposes to which the 
bill would authorize costs to be allocated do not have a vendible product or 
service. Hence, if costs allocated to such purposes are reimbursable, the burden 
of repayment presumably would fall largely upon power revenues since the 
power feature normally is the principal revenue producer. 

The bill would authorize allocations to “recreation development” among 
other purposes. We assume that this would permit the allocation of a portion 
of the joint costs to recreation as well as the costs of specific recreation facilities. 

The bill would not change the provisions of the present act with respect to 
the preference clause. However, at page 14 of the bill in what would be sub- 
section 2(g) of the act as amended by the bill, there is a policy declaration re- 
quiring the Corporation to distribute power equitably throughout the States of 
the Pacific Northwest so that there will be no unreasonable geographic con- 
centration thereof. (Incidentally, although the language refers to the States of 
the Pacific Northwest, I assume this would encompass only that portion of the 
State of Montana west of the Continental Divide since the bill includes only 
that portion in the definition of “Pacific Northwest’.) This geographical pref- 
erence may give rise to conflicts with the preference clause. In any event, it 
would seem that a preference clause is not compatible with public utility re 
sponsibility and would seemingly be meaningless if the Corporation were 
actually able to meet such responsibility. 

The bill would specify the repayment periods, thereby covering a point on 
which present statutes are largely silent. With one minor exception, the laws 
applicable to the projects for which BPA is the marketing agent do not fix 
the period for repayment of the power investment. For the most part, the 
present language refers simply to a reasonable period of years. The one minor 
exception is the act of June 12, 1948 (62 Stat. 382) which provides in the case 
of the Kennewick division of the Yakima project (which division includes the 
Chandler powerplant) for a period of 66 years during which both the power in- 
vestment and the irrigation investment must be repaid. 

The bill provides that the unpaid Federal investment in properties taken over 
by the Corporation from the present agencies would be repaid in 50 years from 
the effective date of ‘“‘this act.” See line 20 on page 39 of the bill. Presumably, 
this is intended to mean in 50 years after the enactment of the legislation under 
consideration. However, throughout the bill the word “act” and the phrase 
“this act” are used repeatedly to mean the Bonneville Project Act as amended. 
Hence, the language in question might mean 50 years after August 20, 1937, 
which was the effective date of the Bonneville Project Act. In that case, the 
repayment period for the existing transmission investment would be shortened. 
However, if the language means 50 years after passage of the bill, the repay- 
ment period for the existing BPA transmission investment would be lengthened 
considerably. Presently, at BPA we plan to repay each year’s additional capital 
investment during the ensuing 35 years. While a 50-year payout period is ap- 
plied generally in the case of the generating projects, we use only 35 years for 
transmission investment because it is a considerably shorter-lived type of 
property. 

The same difficulty with respect to what is meant by 50 years from the effective 
date of “this act’? appears in line 2 of page 40 of the bill. At this point the 
bill is referring to the capital costs of generating projects. Here again, in the 
case of Bonneville Dam, for example, the repayment period could be extended 
or shortened, depending upon the meaning of the language as I have just dis- 
cussed above. 
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One of the most basic changes from present law is to be found in the provisions 
of the bill with respect to financing. The proposed method of financing the 
Corporation’s activities would make the resources of the Federal Treasury avail- 
able to support the development of power and related water resources projects 
in the Pacific Northwest, although the Corporation as such is basically regional 
in character. The proposed legislation provides that the activities of the Cor- 
poration be directed to the development of resources and power producing 
potential of the four designated States, Oregon, Washington, Idaho, and Mon- 
tana west of the Continental Divide, that the Directors of the Corporation 
must be residents of the area with at least one from each of the four States and 
the Advisory Council would be made up primarily of people of the area. In 
view of the regional nature of the Corporation, Congress might well weigh the 
possibility of requiring the local people, if they desire a corporate structure, to 
provide for its financial support. One method of achieving this financial support 
would be by a requirement that the Corporation finance its operation to the 
extent it would need to incur any indebtedness by the public sale of bonds 
rather than by the requirement that the bonds of the Corporation be purchased 
by the Secretary of the Treasury. 

At the present time, for all practical purposes, both the generation and trans- 
mission capital requirements and annual operation and maintenance funds are 
provided by congressional appropriations. The Corporation would have avail- 
able for expenditure an operating fund consisting of appropriations, the Cor- 
poration’s revenues, that is, cash receipts, and the proceeds of revenue bonds 
to be sold to the Treasury. The Corporation would be authorized to expand 
from the operating fund for all of its activities and requirements. This would 
include its own expenses of operation, its own transmission capital require- 
ments, advances to other agencies for construction or operation and maintenance 
of generating facilities, its construction of its own steam or nuclear generating 
plants, the purchase of power or water, rentals, and so on. Except to the extent 
of funds advanced by the Corporation for such purposes, the operation, main- 
tenance and construction of multiple-purpose dams, irrigation facilities, flood 
control facilities, etc., would continue to be financed by congressional appropria- 
tions made available to the Corps of Engineers and the Bureau of Reclamation. 

Subject to certain limitations, the Corporation would be authorized, to the 
extent necessary to assist it in carrying out the purposes of the act, to conduct 
in British Columbia any activity or function which it would be authorized to 
earry out in the Pacific Northwest, including the advance of funds to any con- 
struction agency to finance water resource development facilities. 

In subsection 9(a)(9) the Corporation would be directed to undertake in co- 
operation with the U.S. Fish and Wildlife Service, State fish and game agencies 
and other public or private agencies, research and development on the passage 
or propagation of fish, but the act does not indicate whether related expendi- 
tures would be considered as part of the Corporation’s expenses to be covered 
by power revenue or whether such expenditures would be nonreimbursable, in 
which event an appropriate credit against the Corporation’s repayment obli- 
gations should be provided. 

Another point of difference concerns the establishment of the method for 
determining the rate of interest payable on the power investment. Presently 
our rates include, among other things, interest at the rate of 3 percent per year 
on the power investment at reclamation projects, except that a rate of 2% 
percent for the Kennewick division (Chandler powerplant) of the Yakima 
project is permitted by specific legislation. For the Corps of Engineers projects 
and for BPA transmission investment the rate of 2% percent is used. The 
214 percent rate was initially fixed by the Federal Power Commission in 1945 
in connection with the allocation of the costs of the Bonneville Dam project. 
The Corps of Engineers and the Bonneville Power Administration have ad- 
ministratively adopted a 2% percent rate of interest. The bill under considera- 
tion would require payment of interest on the power investment and on the 
Corporation’s outstanding revenue bonds annually equal to the average interest 
rate payable by the Treasury on its total marketable public obligations as of 
the beginning of the fiscal year. 

It is difficult, and in fact impossible in some cases, to foresee what impact 
the proposal would have on the level of wholesale power rates for Federal power 
in the Pacific Northwest. There are several factors to be considered, some of 
which might operate in one direction and others in the opposite direction. If 
southern Idaho, where the Bureau has higher rates than does BPA in the rest 
of the region, were to be pooled with the present BPA territory, southern Idaho 
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would obtain lower rates under the postage stamp principle. This, at the same 
time, would involve some (even though almost immeasurable) upward impact 
on rates for the rest of the Northwest. The bill does not require that the rates 
be the same in all areas, but permits different rates in different transmission 
areas. 


Senator Neupercer. It may be that we shall have to continue these 
hearings tomorrow to include all of the witnesses. If it does not 
inconvenience your schedule too much, would it be possible for you 
and Mr. Coulter to be here, because there may arise some technical 
things that only you and he are equipped to answer ? 

Is it possible for you to be here tomorrow ? 

Dr. Peart. I could be here in the forenoon. I would very much 
like to get away to catch a plane at noon, if possible. 

Senator Neuspercer. We have a communication from the Oregon 
Reclamation Congress and one from the Public Utility District of 
a County, Wash., which we will include in the hearing 
record. 

We also have a letter from the Pacific Northwest Development 
Association. This, too, will be included in the hearing record at this 

int. 

(The communications referred to are as follows :) 


HUNTINGTON, OrEG., July 16, 1959. 
Subject : Senate bill 1927, 86th Congress. 
Senator Rosert S. Kerr, 
Committee on Public Works, U.S. Senate, Washington, D.C. 

Dear Sir: Oregon Reclamation Congress stands firmly in opposition to any 
Federal water authority directed toward preemption of water resource control 
for electric power production. Water rights devoted to consumptive uses are 
necessary and requisite to life survival. The residue from such uses should 
yield priority. 

Respectfully, 
OREGON RECLAMATION CONGRESS, 
Harotp H. HursuH, President. 


Pusiic Utimiry District No. 1 or PEenp OREILLE CounrTy, 
Newport, Washington, July 13, 1959. 
Re S. 1927. 
Senator Rosert 8S. Kerr, 
Chairman, Subcommittee on Flood Control and Rivers and Harbors, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR Keke: Our Public Utility District No. 1 of Pend Oreille County, 
Wash., at its regular meeting on July 7, authorized and instructed its president 
to send a letter favoring and approving S. 1927 to change BPA into the Bonne- 
ville Power Corporation provided that the antimonopoly or preference clause of 
the Bonneville Act is retained. 

Accordingly, we would like to have our district placed on record as favoring 
S. 1927. 

Sincerely yours, 
F. W. ScHwas, President. 


Pacirio NORTHWEST DEVELOPMENT ASSOCIATION, 
Portland, Oreg., July 13, 1959. 
Hon. Ricuarp L. NEUBERGER, 
Public Works Committee, 
U.S. Senate, Washington, D.C. 


Deak SENATOR NEUBERGER: Pursuant to published information that the Sub- 
committee on Rivers and Harbors-Flood Control, of the Senate Public Works 
Committee will hold a hearing on 8. 1927, a bill to establish a Bonneville Power 
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Corporation, on July 15 and 16, we request that this letter be made a part of the 
record of this hearing. 

Our association, as we have previously stated to your committee for the hear- 
ing records on this proposed type of legislation, has always supported sound 
resource development through the combined effort of productive private enter- 
prise, group initiative, and established Government agencies. We believe our 
resource conservation and development program should go forward on a sound 
orderly basis and in a way that will work to preserve our private enterprise 
type of economy and check and balance system of government. 

We have studied the context of S. 1927, the bill to create a Bonneville Power 
Corporation, as we did S. 3114 and the committee print bill upon which hear- 
ings were held last December 8 to 11, inclusive. In the new bill we have par- 
ticularly noted the utility-responsibility provision and the one which gives the 
Federal Corporation the broad power to distribute the electric energy over which 
it has control. We have also noted other changes, including increasing the limit 
of the bond financing proposal. After carefully studying these items, and the 
bill in its entirety, it is our considered judgment that it does not remove the 
fundamental objections we have made to S. 3114 of the 85th Congress, and the 
above-referred-to committee print bill. In fact, we believe this new bill, if 
enacted into law, in some respects would be as dangerous to our type of economy 
and form of Government as S. 3114 and the committee print bill. Most of our 
reasons for this were pointed out to you in our May 19 and December 4, 1958, 
statements to your committee. 

We have made excellent progress in our water development and use program 
here in the Pacific Northwest under our present check and balance economic 
system and form of government. While there are some things we can do to im- 
prove this great system that has provided our people with so much in living 
standard opportunities and freedom, we believe the creation of a Federal cor- 
poration to perform the functions as provided in S. 1927 is not the sound way, 
nor the best way, to do this. It continues to be our belief that the initiative 
of private enterprise and the safeguard of a well-balanced amount of local 
control, cooperating with existing agencies of the Federal Government, can do 
the job of adequately developing the electrical energy and other water use 
potentials of the Pacific Northwest for the citizens of this area and the country 
as a whole. 

Respectfully submitted. 




















DANIEL B. Nose, Secretary-Manager. 


Senator Neuspercer. It is my understanding that Mr. Kinsey M. 
Robinson, president of the Washington Water Power Co. has a plane 
reservation and he wants to keep it. 

Mr. Robinson, will you make your presentation as brief as possible 
because I have some other people to accommodate also, but we are 
pleased to put you on ahead of schedule. 


STATEMENT OF KINSEY M. ROBINSON, CHAIRMAN OF THE BOARD, 
PACIFIC NORTHWEST POWER CO. 


Mr. Rostnson. I would like to read this presentation. 
Senator Nrvusercer. This is a very long statement. 
Mr. Rogrnson. Yes, it is, but I think it is quite important to us in 
the Northwest. 

Senator Nevpercer. It will appear in the hearing record of course, 
every bit of it and you might want to save time by paraphrasing it. 

Mr. Rogrnson. I thought that would be expected. I would be glad 
to do it, but I didn’t make any notes to do that with. 

Senator Nrupercer. Well, let me say that I am quite agreeable that 
you should read it in full, but it will mean that others here who have 
travel commitments will have to stay over until tomorrow. 

Mr. Rogtnson. I am sorry. I want to read it and I will read it as 
rapidly as I can. 
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I am Kinsey M. Robinson, president of the Washington Water 
Power Co., and chairman of the board of Pacific Northwest Power 
Co. I am appearing here today as the representative of the Pacific 
Northwest Power Co. 

We are pleased to appear here at your request. Pacific Northwest 
Power Co. has been formed by four operating utility companies of 
the Pacific Northwest for the purpose of developing major power 
generating resources for the member companies which are associated 
with other utilities in the Northwest power pool. The four com- 
panies serve some 800,000 customers in the region. 

Pacific Northwest is an applicant for the High Mountain Sheep 
project, a dam which will be the highest dam in the Northwest, one 
of the highest in the world, with an ultimate capacity of over 114 
million kilowatts—three times the size of Bonneville. 

As such, I wish to address myself particularly to the problems of 
those agencies which are undertaking major resource development. 
It is my understanding that several of the companies associated in 
Pacific Hectveus will enter statements which deal more specifically 
with problems of generating and distributing utilities who seek to 
operate in coordination with Government and political forces affecting 
resource development. 

When this committee conducted public hearings in the Northwest 
last December, the committee print of the legislation then proposed 
had only been available a few days, and at that time several of the 
member companies of Pacific Northwest indicated they would need 
later time to amplify their statements regarding the proposed legis- 
lation. 

Unfortunately, we had understood that no hearings were planned 
on this bill in this session, and had only a brief notice of the date 
for this hearing. 

As the representative of a company that proposes to raise, without 
call on the resources of the Federal Treasury, almost a third of a 
billion dollars for the project which it proposes to build, my first 
concern, of course, is whether this bill will hinder or help our effort. 

The committee must know that for many years there has been a 
small but determined group dedicated to block any major non-Federal 
resource development. That the origins of this bill are in this group 
is a matter of significance. The previous hearings before the com- 
mittee have already developed the essential identity between the 
Northwest Public Power Association proposal, which was introduced 
in the 85th Congress as S. 3114, with the 29 previous bills introduced 
since 1935 which sought to establish a Columbia River Valley 
Authority. 

While varying in detail, the major purpose is to establish in the 
Pacific Northwest a wholly autonomous Federal corporation wielding 

reat financial power with little control by Congress or the region 
itself, and free to use its financial powers to promote its own views of 
the commercial, industrial, and agricultural and forest economies of 
the entire Columbia River Basin. 

Some of the more outrageous provisions have been removed from 
this bill, but we cannot escape the conclusion that it is still hoped that 
this uncontrollable Corporation, with enormous financial resources, 


and - the prestige of its creation, can effectively reach the same 
result. 
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What is proposed goes far beyond the substitution of “mild and 

ntle modifications’ of the present Bonneville Project Act. S. 1927 

ars in common with its many ancestors the fundamental assump- 
tion that what the region needs is a single, authoritarian Federal 
agency, free as possible of control of Congress. 

While the ambitions of the backers have been partly thwarted in this 
regard with respect to water resource projects, the bill gives complete 
autonomy to the Corporation in building thermal generation. This 
is no accident, for the greater purpose in all these hills, of which S. 
1927 is the most recent, is an attempt to eliminate private enterprise 
from the electrical business. 

This can be done, as the backers know, by Federal monopoly of 
generation. And this bill, as I will show, provides the tools to effect 
a Federal monopoly, though the pathways are more devious than in 
some of its ancestors. 

This is fundamental to the bill, and it is more clearly expressed in 
section 2(g), the so-called utility responsibility clause, than else- 
where. Since this is so basic, permit me to talk about that clause, 
remembering that what I say is as broad as the philosophy of the bill 
and not limited to the language that happens to have been chosen. 

This section provides, with an omission which I shall cover later 
in my statement, that it is to be the responsibility of the Corporation 
to provide generation and transmission ample to, and I quote: 
supply the net wholesale electric power needs of all distributors or consumers 
within the Pacific Northwest * * *. 

I am surprised that there has been so little or no public outery on 
this particular section. There is no other field so far as I know, 
where it is proposed that the Federal Government shall take unto it- 
self the responsibility of supplying a commodity or service that is 
basic to the economy. 

If our national situation requires that this bill be adopted, it will 
represent a clear and substantial change in the nature and character 
of our Federal Government. 

The only concepts which could justify the Federal Government 
taking over the responsibility for any basic sector of the economy are 
radical and revolutionary. 

We have developed a science of government in this country that 
does not accommodate this idea. We have developed, on the contrary, 
in the antitrust acts, the Federal Trade Commission Act, the Inter- 
state Commerce Commission, Federal Reserve Board, the Securities 
and Exchange Commission, and other landmark developments insti- 
tuted by both Republican and Democratic administrations, a concept 
of vigorous governmental stewardship over an economy based upon 
private initiative and individual responsibility. _ ae 

To be sure, over the years there were suggestions that this militant 
stewardship by the Government over the activities and operations of 
the economic system should go further so the Government itself could 
take on those operations. These suggestions have been particularly 
prevalent on the Columbia River in the 29 previous bills, none of 
which got sears. 

Why, in the second half of the 20th century, should the Federal 
Government of the United States suddenly elect to take on itself the 
whole responsibility for a significant part of the economy? This is, 
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of course, the central question in this bill. We have searched in vain 
for any answer. And yet this is a peculiarly significant question to 
ask and to have answered at this stage of history. 

The Russians radiate exuberant confidence that the Soviet economic 
system will catch up with and outstrip the economic system of the 
United States. They present us with an outright economic chal- 
lenge by their differing and different system. The economic system 
of communism is, of course, the system where the Government owns 
and controls the economic means of production. It is a system where 
the decisions as to where capital is to be invested, what goods are to 
be produced, and who in society is to receive them, is determined by the 
Government. This is the economic system that has now challenged 
our system to prove which can produce best. Our free enterprise sys- 
tem, which faces this historic challenge, is basically a system where the 
citizens own and operate the means of production, where the profit 
opportunities determine both where capital is to be invested, and also 
where the fruits of production are to be distributed, these economic 
forces being subject to regulation and influence by the Government but 
not subject to direct Government decision. 

How can we explain or justify expanding Government ownership in 
this country in order to meet the challenge of an economic system in 
Russia which depends upon Government ownership? 

Surely we have confidence that communism is wrong and our free 
enterprise system is right. Resort to Government ownership is the 
refuge of the faint hearted—of those who have no stomach for the 
coming economic battle with communism, of those who have no confi- 
dence that the free enterprise system has the inherent strength to win 
the battle. I have been a fighter all my life. I know that, if the 
Government will support rather than hinder the private companies, 
we will leave Russia in our dust. 

There is a doctrine that says that ownership and control of the basic 
means of production should not be left in the hands of private citizens, 
since this makes the private citizens too powerful and the Government 
too weak. This theory is, in part, the origin of communism itself, but 
it is also held by many honest and sincere people of the Western 
World, including many good and patriotic Americans whose oppo- 
sition to communism is neanetionalk 

What is the justification for this theory? In the 19th century it 
was possible to imagine a situation where private control of basic 
means of production might make the private owners more powerful 
than the sovereign government. In the latter half of the 20th century 
such a contract is laughable. The theory is without foundation. 

Government ownership of business might be justified if private 
ownership failed. But has private industry failed to provide the 
United States with the electric utility service it requires? Nonsense. 
No industry has served the Nation better. 

In quality and cost of service, in extension of service to every ham- 
let and byway throughout the length and breadth of the United States, 
in the development of new techniques, in safety, in stability, no in- 
dustry has a prouder record. 

No other industry to my knowledge can say that today you can buy 
its product at a unit cost less than you could buy it in 1939. And this 
has been done while providing for increased costs of taxes, labor and 
materials and capital and supplies that have doubled and tripled. 
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Furthermore, during the enormous industrial expansion required 
for the demands of World War II, allocation of power, unlike other 
commodities, was never required. 

Can the Government do it better? Let me give but one example 
in the utility field. 

In the Pacific Northwest, from the middle 1930’s to 1950, power 
dams were the exclusive field of the Federal Government. Last year 
Russian engineers visiting the Northwest examined the Government 
dams built on the Columbia, and declared that they had “too much 
concrete.” 

Two years ago a Government engineer testified before the Federal 
Power Commission, in effect, that if the Government were to build 
the identical dams that were proposed by the Pacific Northwest Power 
Co., the capital cost would be increased by 25 percent. 

When the International High Dams Committee visited the North- 
west last year, their interest and excitment was drawn by the ingenious 
engineering that built the private Swift Dam, the highest earthfill 
dam in the world. 

The Corps of Engineers and the Bureau of Reclamation are 
superbly competing engineering organizations, but there is little in- 
centive or reward in Government service for trying the daring or the 
new idea. Drive, imagination, and courage—the qualities that mean 
great new ideas and progress—are just simply more at home in private 
enterprise surroundings. The Government can’t do it better and all 
commonsense and the whole philosophy of our economic system indi- 
cates that it couldn’t and would not be expected to. 

It is suggested in support of this bill that the Government can 
borrow money at cheaper rates and thus provide cheaper power. 

If this radical adventure into new forms of Government is justified 
solely by the fact the Government cost of money is lower, where do we 
stop? There is no business enterprise where cost of money is as low 
as the Government’s. 

The railroads, the pipelines, the telephone companies, the steel com- 
panies, the automobile companies, the grocery store chain, whatever 
you wish, all of these companies require capital and in each case the 
Government can acquire capital at less cost than the private companies 
can. 

In addition, there is a serious question whether any such argument 
can be squared with the bipartisan policy of economic growth 
adopted by the Employment Act of 1946. A report of the Subcom- 
mittee on Fiscal Policy to the Joint Economic Committee dated Janu- 
ary 23, 1958, pointed out that low Government interest rates should 
not be used to justify natural resource development projects, but 
rather the average rates throughout the economy. Otherwise, the de- 
velopment will not be an addition to the Nation’s productivity. 

This same report, before I leave it, lays down, as basic requirements 
of the Employment Act, considerations of national policy wholly at 
variance with this bill. Thus, at page 9, the report says: 

* * * considerations of the economy’s growth potential, also require Federal 
programs to be so formulated as to give non-Federal organizations every oppor- 


tunity to determine whether they can efficiently participate in achieving the de- 
sired objectives. 
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And again, at page 10: 


Federal participation in activities shared by State and local governments and 
private enterprise should be aimed primarily at improving the effectiveness of 
these activities and should avoid merely transferring responsibility for them to 
the Federal Government. 


And finally, at page 12: 


The Employment Act objective of promoting vigorous private enterprise, how- 
ever, calls for continuing reexamination of these Federal functions to minimize 
any constraints they may impose on opportunities for private enterprise. 

This bill cannot be squared with these statements of national 
objectives. 

It has been suggested that this extraordinary utility responsibility 
clause is justified by the desirability of venpidiiie the inequities of 
the preference clause. To remedy an inequity by the creation of an 
unsound thing is foolish and dangerous. 

Having spoken at such len i about the first sentence in section 
2(g) of the proposed amended Bonneville Act, I will now pass to the 
second sentence of the same section, which has been generally referred 
to as the regional or geographic preference clause. 

I have asked counsel for Pacific Northwest Power Co. to tell me 
what the legal effect of this proposed amendment is. They advise 
that it has little or no legal effect. 

They point out: The present unfair distribution of Federal power 
results from the mandatory provisions of the preference clause which 
is contained in section 4 of the Bonneville Act. They say that nothing 
in this bill amends section 4 of the Bonneville Act and that therefore 
the corporation will be legally required to give the mandatory prefer- 
ence to public bodies wherever situated and to continue to make pri- 
vate utility contracts cancellable on 5 years’ notice when needed by 
public bodies. They advise that nothing in section 2(g) will affect 
this mandatory legal requirement. With this legal advice given to 
me, and I must say that the language carries the same meaning to me, 
I can only conclude that this so-called geographical preference is 
entirely meaningless. 

The professional defenders of the preference clause have attempted 
to defend its unfair discrimination with the superficial argument that 
preference means nothing unless there is a shortage of power. They 
say that the way to cure the obvious unfairness of the preference 
clause is to avoid a shortage. This is not true. 

Under the law, and under this bill, preference acts all of the time. 
There is nothing in the law about a shortage. The law requires that at 
all times the Government provide power to preference customers first. 

Government power is built by the credit of the entire United States 
= is tax free, thus shifting the tax burden to other parts of the 

ation. 

Under preference, Government power is delivered first for the use 
of citizens who happen to be customers of preference agencies. If any 
is left over, citizens who are customers of private utilities may have 
it, but for the rest of their supply, their suppliers must raise capital 
and pay taxes. The customers of private utilities are, after all, as 
much American citizens as are the customers of the public utility dis- 
tricts and the rural co-ops. It is wrong that these private utility cus- 





114 BONNEVILLE POWER CORPORATION 


tomers should be excluded from a fair share of power built by the 
credit of the whole country. 

One of the major, though indirect, tools given to the Corporation to 
force Federal monopoly of power generation is this section 2(g) and 
the continued existence of the preference clause. Here is how it works. 

Under this section the private utilities will be faced with an un- 
just and unfair choice. If they continue to raise capital and to ex- 
pend their imaginative efforts to find and construct new sources of 
power to serve their customers, their customers will be ex- 
cluded from any benefit resulting from the investment of the Na- 
tion’s capital in Federal water resource development. On the other 
hand, if the managements of the private utilities seek to provide their 
customers with some of the benefits resulting from this investment 
of the Nation’s capital, they can do so only by foregoing further de- 
velopment in generation and relying wholly upon the Federal Corpo- 
ration for their “net wholesale electric power needs.” 

The eminent sponsor of the bill said, in introducing it, that there 
was nothing in the bill to prohibit the installation of any amount of 
non-Federal generation. I have pointed to one strong, almost over- 
whelming deterrent. Let me now point out two possible absolute 
prohibitions. 

In earlier versions of this bill the Corporation was given a specific 
power to veto any non-Federal power project. Vigorous objection 
was made, including preference bodies, such as PUD’s and municipal- 
ities, and that provision was removed. Instead, however, we now have 
a declaration in section 2(g) that it is a Federal purpose to provide 
for the net power requirements of the region. 

Under section 7(b) of the Federal Power Act, the Federal Power 
Commission is required to deny a license to any applicant—public or 
private—if it finds a project is required for a Federal purpose. The 
meaning of 7(b) has never been clear, but it has been thought to be 
restricted to navigation and flood control. 

Section 2(g) of this bill, however, may be a congressional declara- 
tion that the simple statement by this Corporation that it requires 
any project to meet its future power requirements, will require the 
FPC to deny a license to any non-Federal applicant. In this manner, 
the Corporation may preempt the few remaining economic hydro sites. 

There is a second way the Corporation might block an FPC license. 
If an applicant utility had previously signed a contract for net power 
requirements with the Corporation, it would face this problem. The 
FPC in 1940 decided that section 7(a) of the Federal Power Act re- 
quired it to deny a license to a private company if the result of build- 
ing the project would be to lose markets for a Federal power agency 
(In re Pacific Gas & Electric Co.,2 FPC 300). If that decision is 
sound, any utility which signs up with the Corporation is auto- 
matically forbidden from building its own hydro generation. 

One unquestionably useful result has come from the extended hear- 
ings on the various versions of what is now S. 1927. That is a recog- 
nition of the fact that the so-called preference clause in its present 
form is unjust an unfairly discriminatory. I would hope that the 
public-minded Senator who is the sponsor of this legislation will con- 
sider that the time has come to update the obsolete and initially unfair 
legislation. 
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This updating should establish a firm Federal policy in accordance 
with the bipartisan objectives of the Employment Act of 1946, that 
the Federal Government is not concerned with the decisions over the 
means of distribution of electric energy made by the citizens of any 
city, county, or State, and that the Federal Government and its agen- 
cies will neither promote nor discourage any such alternatives. Fed- 
eral resource-development policy should affirmatively encourage 
investment of non-Federal capital in sound comprehensive resource- 
development projects. Any bill that does not so state will be inevi- 
tably subject to the interpretation that Federal development is 
preferred to the exclusion of all other. Finally, it should be provided 
that the marketing policies of the Federal Government should be such 
as to prevent monopoly of the output of the generating plants built 
with national capital by any one group or any one area or any one type 
of customers. 

The majority of our citizens are strongly in support of develop- 
ment of our river basin by both private and Federal capital. They 
reject the idea that only the Federal Government should build river- 
development projects. But also they reject just as strenuously the 
idea that Federal Government should not build anything. This bill 
is written to permit the Federal Government to effectively preempt 
the field of resource development. We need, instead, the passage of 
legislation that will provide firm support for the sound principle of 
Federal development hand in hand with non-Federal development 
which is favored by northwest citizens. 

Let me go now to a problem we have had which is called the power 
shortage. Neither the origins or effects of this shortage are very well 
understood. In 1952 the Pacific Northwest had an actual shortage 
of power supply. That shortage resulted from the policy of Federal 
preemption of resource development in the previous era. That policy 
changed in 1953 and, as a result, the combined efforts of the local 
utilities and the Federal Government have not only provided for the 
enormous increase in power demand but have licked the shortage. 

The western group utilities of the Northwest Power Pool had in- 
stalled generating capacity of 3,450,000 kilowatts available in 1950. 
At the end of 1958 the western group had more than doubled installed 
capacity to 7,803,000 kilowatts. And an additional 6,060,000 kilowatts 
were licensed or under construction. Of this amount, 3,485,000 kilo- 
watts are represented by 14 projects of publicly owned and private 
utilities of the region. During the past year the private utilities 
alone have placed in service projects with more than 1 million kilo- 
watts of capacity. 

The local utilities, both public and private, have worked together 
in carrying out this program. For instance, in addition to the mil- 
lions of dollars that the private utilities have spent on their own 
projects, they, together with Aluminum Co. of America, pledged 
approximately $750 million of their credit to support construction by 
public utility districts of four major hydro projects. 

There are some 19 other major projects with 6,500,000 kilowatts of 
additional power being considered by the construction agencies and 
utilities active in the region. 

The shortage is licked, and without this new Corporation. 
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It has been said the Northwest lost industry because of the power 
shortage. We have never known of a single instance where industry 
that desired to locate in the Northwest failed to get power it wanted. 
Recently there has been talk that the Olin Mathieson Aluminum plant 
in the Ohio Valley was such a prospect. Wondering if this might 
be a unique example, we asked Olin Mathieson if it were true that 
they would have come west if BPA had promised them power. They 
answered that they had no idea—that this was an “iffy” question. 
But they also pointed out that a major motive for locating where they 
did was the strong chemical background of Olin Mathieson, and their 
consequent interest in chemical byproducts from the steamplant. 
We concluded, therefore, that we can still say that we know of no 
single instance where an industry failed to locate in the Northwest 
because of the power shortage. 

Senator Ranpotew. Mr. Chairman, may I interrupt? 

Senator Neusercer. Certainly, Senator Randolph. 

Senator Ranpotpu. My only reason is to ask Mr. Robinson to take 
a brief respite, since he has been reading for quite some time. 

Mr. Rogrnson. I would like to take as little time as possible, 
Senator. 

Senator Ranpotew. You made reference to the Olin Mathieson 
Aluminum plant locating in the Ohio Valley. I would just like to 
state that we have had it said by other companies who have recently 
located in the Ohio Valley, that there were other areas in the country 
that; had wide valleys and sufficient water supply for their needs, 
but they were coming into our section because they liked our people. 

I wanted you to know that there are people involved in these 
proceedings, as well. 

Mr: Rostnson. That is true. They never seemed to dislike our peo- 
ple out there, but I think they liked the fact that they had a market 
within five or six hundred miles in the Ohio Valley but a market 
in two or three thousand miles in the Pacific Northwest. 

The magnitude of the construction program already being carried 
out is ample evidence that the region has agencies with financing re- 
sources capable of carrying forward the necessary power-development 
program, provided, of course, that the Federal Government continues 
to be a member of this effective water-resources-development team. 

The power requirements of the future will no longer call for water- 
resource development. The Northwest, sometime around the year 
1975, will depend on thermal power—conventional steam or atomic— 
to meet its further power requirements. This is the prediction of the 
Corps of Engineers, and is generally agreed by the utilities of the area. 
The projects now built, under construction, authorized, licensed, or 
applied for, including provision for future units, represent approxi- 
mately 63 percent of the potential listed by the Federal Power Com- 
mission on the Columbia River system. Of the remaining potential, 
there are only four projects with potential capacity as large as 
Bonneville. 

There is romance in water-resource projects and there is precedent 
for the Government to build navigation, flood-control, and reclamation 
projects with power. There is no reason, however, to create a power- 
ful new agency to work in water-resource projects, a job nearly done, 
when the region is on the threshold of steam, unless it is intended as 
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a subterfuge to fasten on the Government the whole responsibility for 
generation—not only by conventional steam but also by the new nu- 
clear-power sources. 

I have seen this bill referred to as “reactionary,” because it is built 
on ideas and problems of the 1930’s rather than the 1960’s. The prob- 
lem in the Columbia River is no longer power. We have that well on 
the way to completion. And as we complete our hydroelectric system 
we also provide needed flood-control storage. The needs of the future 
are other things: we must now start planning the sound use of the 
Columbia for industrial water, for domestic supply, for recreation. 
It is not too early to lay down antipollution programs, a program 
which recognizes the proper share of burdens of pollution abatement 
by the Government as well as industry. Our anadromous fishery re- 
source remains gravely endangered. ‘These are the solid problems of 
the future. Let us go to work on these problems, and lay aside this 
bill that is a quarter of a century out of date. 

I have explained to you at some length the reasons why this bill 
would mean necessarily the cessation on the efforts by the non-Federal 
group to find and invest capital in river resource development. Let 
me point out to you what this would mean in terms of burden upon 
the Federal Government. In the west group of the Northwest Power 
Pool in 1958 there were 20 projects under construction, major addi- 
tions to existing projects or under license; of this total 2,575,000 kilo- 
watts were in six Federal projects, and 3,485,000 kilowatts in 14 pri- 
vate and public agency projects. The total capital required for all of 
these projects under construction was approximately $2,300 million. 
The Federal Government’s share of this amounted to $1,250 million 
and the non-Federal agency’s to $1,050 million. 

If this bill were to be adopted, it is clear from the figures that I have 
just given you that the entire $1,100 million of bonds authorized by 
the bill would be immediately obligated merely to maintain the Fed- 
eral Government construction already underway. And the Federal 
Government would have to find over $1 billion further to take up 
where the non-Federal utilities would be forced to leave off. Even 
that would be not enough, since this would represent only $2 billion, 
and we have consistently estimated that our power needs over the 
next 10 years will require the capital investment of over $3 billion. 
This additional billion dollars must be soon obligated if projects 
needed to come on the line 10 years from now are gotten underway 
in an orderly fashion. 

But still we find advocates of this bill coming forth with yet another 
argument. That argument is that however admirable the efforts of 
the area are to provide for the general power needs, “cheap” 2 mill 
power is not being provided to attract those rather specialized electro- 
chemical and electrometallurgical industries that might otherwise, so 
it is assumed, be rushing to the Northwest. 

May I say that it is time that some hard facts on this situation be 
faced. In so stating, let no one accuse the private utilities of being 
hostile to these industries. We welcome them. Our only source of 
growth is the growth of the areas we serve. We would be fools if we 
opposed industrial expansion. But we are worse than fools if we 
delude ourselves as to our opportunities. 
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The whole assumption that cheap power by itself brings any kind 
of industry I fear gravely oversimplifies the complicated processes 
by which industry decides on its location. The presidents of the com- 
anies associated in the Pacific Northwest Power Co. are very fami- 
iar with these processes since we spend much time with industrial 
leaders throughout the country, urging them to consider our respec- 
tive service areas as prospective locations for their plants. Tax 
structure, cost of transportation, the political representation of a 
State, wage structure, relative industrial peace or strife, local markets, 
all of these are the factors which enter into these decisions. Stability 
of power rates, confidence in the responsibility of the source of supply, 
pt fredom of rate decisions from political influence will be of greater 
importance than the level of rates. No industry could ever assert 
that a single factor, such as power, determined its ultimate location. 

Let it be clearly understood that we are businessmen, and as busi- 
nessmen we are acutely conscious of the desirability of offering our 
product at the lowest price possible. Economical power, developed 
soundly with broad support and without partisan divisions and bicker- 
ing, combined with the other great natural advantages of the North- 
west, and sold with the united enthusiasm of our citizens, will be a 
great natural asset in the growth of the area. What I say, and say 
most seriously and emphatically, is that low cost power is no panacea, 
no automatic guarantee of prosperity, and indeed of itself, at the 
moment offers little visible reason to hope that it alone will attract 
any substantial new employment payrolls to the Northwest. 

Of first importance is the removal of the question of power supply 
from the areas of partisan and political bickering. We have fought 
over two issues in the recent past. The first is whether the Federal 
Government or local utilities are to build projects. The region has 
decided that it wants both. Let us all accept that decision. — 

The second issue is what projects shall be built. Much heat will go 
from this issue if the first point is accepted. What is left should 
be met by an early decision on the projects contained in the major 
water plan proposed by the Corps of Eaatheses. Let us move to make 
our decisions on that. Let us ignore those who, because controversy 
serves their ends, would prolong and postpone the dispute. 

Our acute awareness of the hydroelectric potential of the Columbia 
Basin has, I believe, led us to overlook one of its greatest potential 
future uses. I speak of industrial water supply. The new continuous 
process industries require a dependable source of clean water in enor- 
mous quantities. Usage of water multiplies each year. In the tradi- 
tional industrial east, which has always assumed its waters were 
limitless, water supply is becoming a problem. Rivers are polluted 
almost beyond repair. Natural flows, compared with the Columbia, 
are so low that industrial use warms the waters of the rivers almost 
beyond usability. Shortly, I think, we will find that the clean waters 
of the Columbia, cooled by its sources in the snow and by the multiple 
reservoirs, will become a unique national resource. 

This, of course, is why we should put behind us the battles on hydro- 
electric development. The future of our area would be better served 
if we were spending this hearing time discussing how we might meet 
the visibly evident future problems of pollution, before it becomes 
overwhelming. It would be better served if we were preparing to 
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find out how the anadromous fishery resource will react to a river 
whose temperatures are changed by dams and industries, 

Congress has, over the years, dealt sensibly and gee’. with 
the Northwest under several different administrations. According to 
the most recent Bonneville Power Administration reports, Congress 
has already appropriated $2,256 million since Bonneville was begun 
to develop our rivers. There are under construction at this moment 
projects that will require about $1 billion more. Annual rate of ap- 
propriations has been steady through wars, inflation, and budget 
tightening, and when combined with non-Federal investment, our 
needs have been met. Congress has done this without any valley 
authority bill. It will, I am confident, equally meet its responsibilties 
in the future. 

Let us, then, quickly make our remaining decisions on hydro de- 
velopment. And the decisions having been made, the Northwest can 
again work together, without the grievous controversy that has sep- 
arated us, to complete the most remarkable development in history— 
a comprehensive multipurpose harnessing of the resources of one of the 
world’s great rivers carried out by the joint efforts of private citizens 
and their government. This will be a triumphant vindication of the 
vitality of the peculiar, practical, productive American system. 

Mr. Rostnson. That’s the end of my Pacific Northwest testimony. 
If the clerk of your committee has the statement that I prepared for 
the Washington Water Power Co. I would like to have it included 
in the record, if I may. 

Senator Neupercer. Your statement on behalf of the Washington 
Water Power Co. will appear in the record in full at the conclusion 
of your testimony. 

Senator Moss, have you any questions of Mr. Robinson? 

Senator Moss. I think not at this time, Mr. Chairman. 

Senator Neusercer. Thank you. Senator Randolph? 

Senator RanvotpuH. No special questions, Mr. Chairman, but I do 
feel we can have Government power in certain areas of the country, 
such as the Tennessee Valley Authority, with that type of power con- 
tained—if I use the word correctly—within the area for which it 
was first programed by the intent of the Congress; but at the same 
time, I recognize that we must not allow the yardstick to become a 
walking stick and encroach into other sections of the country where 
there are the invested public utilities and private enterprise companies 
which in the very nature of their growth and development are at- 
tempting to meet the needs of the people. 

I feel, as the witness has indicated in his testimony, that there is a 
place for both types of projects, and both can live in their own spheres 
without one doing damage to the other. 

Mr. Rosrnson. That is true also in our area. There is room for 
both the Federal Government, the non-Federal public, and the private. 
And if we just work together, we can make a great country out of 
the Northwest. 


Senator Neusercer. Senator Martin, have you any questions of Mr. 
Robinson ? 

Senator Martin. I will have to give your statement further study 
before I can ask any questions. It is worthy of study. It is a very 
comprehensive statement. I am impressed by Mr. Robinson’s and 
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Senator Randolph’s statements that we must have a combination of 
Government int rivate industry in the power business. My only 
comment at this time is that I do want to study your statement very 
thoroughly and carefully. 

Mr. Rogrnson. Thank you, sir. 

Senator Neusercer. Thank you, Senator Martin. I wanted to call 
one thing to the attention of Mr. Robinson, because you referred to the 
Olin-Mathiesen Co. and whether it ever considered coming to the 
Northwest. Senator Randolph in one of his questions earlier referred 
to this company’s location. 

I want to have the hearing record contain the references to this by 
Dr. Pearl and Mr. Goldhammer when they appeared before this com- 
mittee in May of 1958. I want to read you very briefly some of their 
testimony so it will be in the hearing record. 

In May of 1958 I asked this question—and I am reducing it a little 
in the interest of time— 

Senator Neusercer. Did this particular operation ever seek a supply of Bonne- 
ville energy before it built this huge plant near Wheeling, W. Va.? 

Mr. GoLDHAMMER. Yes they did. 

I believe Mr. Goldhammer is Director of Commercial Operations 
for Bonneville. 

Senator NEUBERGER. They did. 

Mr. GoLDHAMMER. They did seek to buy—how much power did they want in 
the Pacific Northwest? It wasa very large amount. 

Mr. Peart. It was a large block. 

Mr. GOLDHAMMER. I think it was in the order of 300,000 kilowatts. Their 
plant in West Virginia uses 400,000 ; does it not? 


Senator Neusercer. That’s right, and represents a capital investment of $285 
million. 


Mr. GoLDHAMMER. I think in the Northwest they were seeking 300,000 kilo- 
watts, if I am not mistaken. 

That appears at page 344 of the hearings before the subcommittee 
of the Committee on Public Works, 85th Congress, 2d session. 

I wanted that to appear in this record. 

Mr. Roszrnson. Senator, I happened to be there that day. I testi- 
fied the next day. If you will look at that a few pages further, you 
will see that I said I didn’t hear either Dr. Pearl o Mr. Goldhammer 
say that they would have come to the Northwest had they had the 
power. They made an inquiry as to whether the power was available. 

We had our general counsel ask the vice president of Olin-Mathieson 
if they would have come to the Northwest had the power been avail- 
able. They said that was a moot question, that it was an “iffy” ques- 
tion, that there were a good many things that determined where they 
would go and that their interest in the chemical industry, chemicals 
that could be gotten from the coal, was one of the reasons that they 
went to their present location. 

Now, we have had the same thing happen to us. We have had 
customers come along and ask us if we could supply 45,000, 50,000, or 
100,000 kilowatts of power, and we never yet have been in a position 
to tell them no. We said we would. There were a number that 
didn’t come to our area because when they made their final analysis 
as to transportation and markets and all of those things, they decided 
they were better off to go elsewhere. 
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Sometimes it is the tax structure we have in the State of Washing- 
ton that discouraged them. There are many reasons and I do not 
think that anybody can say from what I have been able to learn that 
Olin-Mathieson would have come to the Northwest had the power been 
available. 

Senator Nevusercer. I certainly can’t speak for them; I don’t know 
who can. It is in the record, all I was saying, that according to Dr. 
Pearl and Mr. Goldhammer they did seek 300,000 kilowatts and they 
were told it was not available from Bonneville. 

Mr. Rostnson. Did they seek it for a firm contract or did they make 
an inquiry ? 

Senator Neusercer. All I can say is I read the language as follows: 
“7 think * * * they were seeking 300,000 kilowatts if 1 am not mis- 
taken. 


Mr. Rosrnson. I don’t interpret that that they said if we’d said 
“Yes,” they would have come to the Northwest. 

Senator Nrusercer. They were told that 300,000 kilowatts were 
not available, and they did not come; that’s all I can say. 

Mr. Robinson, we appreciate your very comprehensive testimony, 
and I feel certain it will be studied very carefully by the members of 
the Senate Public Works Committee who are here and also the other 
members of the committee, and considered favorably or adversely. 

Mr. Rosrnson. I appreciate the opportunity of being here. 

Senator Nrusercer. We appreciate your coming. I hope you are 
going to be able to make your plane. 


(The statement filed on behalf of the Washington Water Power 
Co. follows :) 


STATEMENT BY KINSEY M. ROBINSON, PRESIDENT, WASHINGTON WATER PowER Co. 


My name is Kinsey M. Robinson. I am president of the Washington Water 
Power Co. of Spokane, Wash. I would first like to thank you for inviting me 
to present this statement to your committee. I feel that I should also thank 
you on behalf of our more than eleven hundred employees, our thousands of 
shareholders, and our 145,000 customers. 

I have been president of the Washington Water Power Co. for more than 
20 years. Prior to my association with WWP, I was for 4 years president of the 
Idaho Power Co., starting with a predecessor of that company in 1914 as a line- 
man. The promotion of, the sale of, and the distribution of electricity has been 
my lifetime job. And every single day of this time, I have worked to promote 
greater use of electric power in an area where, under the provisions of Senate 
bill 1927, a new all-powerful Federal corporation would now step in and assume 
what it chooses to call “utility responsibility.” 

The utilities presently serving the people and industry in the Pacific North- 
west are still completely capable of carrying their utility responsibility. The 
area served by the Washington Water Power Co. had never known a power 
shortage, had never heard of a brownout, until the Federal Government decided 
some years ago that it should assume most of the responsibility for supplying 
Northwest power needs. 

During my years of association with the electric power industry, I have seen 
tremendous changes take place. Forty-five years ago, average residential elec- 
trie customers in our area were using approximately 220 kilowatt-hours an- 
nually, and they were paying about 8.7 cents per kilowatt-hour for it. In 1930 
our average residential customer was using 1,800 kilowatt-hours at a cost of 
about 2.13 cents per kilowatt-hour. Today our average customer uses 8,545 
kilowatt-hours annually and pays an average 1.2 cents per kilowatt-hour for it. 
Note that almost every penny of this tremendous reduction in electric rates took 
place before there was any so-called yardstick of public power. 

I wish I had time to tell you about our trials and tribulations in those early 
days, of the “gimmicks” we had to use to sell irons, refrigerators, washers, and 
the many other then brandnew electric appliances, and how hard we worked to 
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get even the most elementary wiring system into a farmhouse or city dwelling so 
that we could sell our new customer even a few low-watt light bulbs. I can, at 
least, sum it all up by saying that the electric industry has never in all its 
years been a laggard—it has always been a leader. 

You may be thinking that all of this has little or nothing to do with Senate 
bill 1927 and the all-powerful Federal corporation it would set up. Actually, 
it has much to do with it. During the first 25 years of my working life, we 
could and did spend all of our time providing more and better service to our 
customers. For the last 20 years, we have had to spend more and more of our 
time protesting legislation that would put us out of business or regulatory 
measures often politically inspired that have made it increasingly difficult for 
us to stay in business. I dare say that for a number of years it was necessary 
for me to spend so much time here in Washington that I could have answered 
“here” to rollcall almost as often as some of you gentlemen have. 

In spite of these roadblocks, the Washington Water Power Co. and other 
investor-owned utilities have managed to stay in business. WWP is determined 
that it will have sufficient electric power to supply the needs of its customers. 
In 1953 we completed the $48 million, 230,000-kilowatt Cabinet Gorge project 
on the Clark Fork River in north Idaho. This fall the first generator at our 
$87 million, 400,000-kilowatt Noxon Rapids project will begin turning out elec- 
tricity. We are a partner, and will share in the power output of the Priest 
Rapids and Wanapum Dams being built by the Grant County Public Utility 
District. We are also a partner in the Rocky Reach project being built by the 
Chelan County PUD. We lost our Chelan Falls hydroelectric plant to the Chelan 
PUD through condemnation in 1955, but we have a long-term contract with that 
PUD to buy the power output of this project. We, along with other members 
of the Pacific Northwest Power Co., are seeking a license to build the High Moun- 
tain Sheep project on the Snake River. We are looking into the possibilities of 
coal-fired steam and nuclear power generation. 

There is one side issue to our construction of projects such as Cabinet Gorge 
and Noxon Rapids. It is, I believe, an extremely important one. 

Cabinet Gorge is located in Bonner County, Idaho. Our annual property tax 
bill to Bonner County now exceeds $500,000 a year. Much of this money is used 
for education or school construction by the county. Albeni Falls, a Federal 
project also located in Bonner County, contributed not one thin dime to the 
county. I know that a part of your valuable time has been used recently in 
discussing the need for Federal aid to education. The $500,000 we pay to 
Bonner County is an aid to education that they do not need to come hat-in-hand 
to Washington, seeking. We are the largest taxpayer in almost every county 
in which we operate distribution and generation facilities. These counties need 
our tax dollars, and the tax dollars of other investor-owned corporations. I 
might add that the Federal Government needs them too, if they are to carry out 
necessary programs where private enterprise is not so able to carry the ball. 
With or without the tax dollars we pay them, a county still needs the same total 
in dollars to carry out its own obligations. If they cannot get them from us, 
they must raise other local taxes or look to Congress for help. 

On November 22, 1955, nationwide attention was focused on Stevens County, 
Wash. On that day the residents of that county went to the polls to make their 
choice between electric service from the investor-owned Washington Water 
Power Co. or service from the Stevens County Public Utility District. Seventy- 
one and four-tenths percent of the voters favored WWP service. This vote 
was a clear-cut indication that the majority of the American people, anywhere, 
will vote in favor of free enterprise, if only they are given the opportunity to 
do so. 

Senate bill 1927 cannot in practice be a good thing. There are many plans, 
many ideas, that look good on paper. The only trouble with them is that in 
order to get them going you have to mix in one more ingredient—people. People 
ean, and often do, destroy any good there might be ina plan. There is no doubt 
in my mind whatsoever that there are a handful of people in the Pacific North- 
west who would use the proposed Bonneville Corporation as a weapon to slowly 
strangle every private utility in the area it would dominate. 

It is already difficult for an investor-owned utility to operate in an area 
saturated with tax-favored, unregulated public power that enjoys financing ad- 
vantages and preferences unavailable to private companies. Passage of this 


Bonneville Corporation Act would add greatly to these already existing 
difficulties. 
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Since 1935 there have been 29 occasions when Congress has been called upon 
to discuss the merits of these valley authorities. Even though this 30th attempt 
is thinly disguised as a “corporation,” I sincerely hope that this Congress will 
consign it to the same fate as the first 29. 

There is much about Senate bill 1927 that is undesirable. The same is true 
of House Resolution 3460, the TVA self-financing bill that was apparently used 
as a pattern. It amazes me that any bill offering a private entrance to the 
Federal Treasury would get a moment’s consideration before this body. A door 
with a foot in it is a door that very likely can never again be closed. If a self- 
financing but federally underwritten TVA and Bonneville Corporation is a good 
thing, so then must a dozen more valley authorities be a good thing. Passage 
of Senate bill 1927 will be like opening a Pandora’s box. I sincerely hope you 
will consider this and that you will not recommend passage of this legislation 
or any similar to it. I feel certain that passage of this bill would be only the 
first act in a play that would end only when the entire electric industry was 
nationalized. 

I believe, too, that the statement by Senator Case of South Dakota, during the 
Senate debate of S. 1451, the mutual security bill, merits thoughtful consideration 
in connection with this proposed Bonneville Corporation Act. Senator Case 
said, “I think this is an issue the Congress should face * * *. Are we going 
to surrender the prerogatives that have been prescribed for the Appropriations 
Committee? Are we going to sacrifice the review procedurse provided by an- 
nual appropriations and accept the kind of device which, by going around the 
Appropriations Committee, permits an expenditure to become a public debt 
transaction and permits the drawing of money out of the Treasury?” 

If it is the considered and confirmed opinion of even one of our Senators or 
Congressmen that investor-owned taxpaying, and much-regulated electric utili- 
ties are a bad thing for the United States, then I firmly believe he should say 
so. He should introduce legislation that would make no bones about putting 
us out of business. He should not attempt to hamstring us with restrictive and 
punitive legislation, break our backs with taxes, sponsor competitors with many 
unfair advantages, and then point out our inert corpse as an example of some- 
thing that was unwilling or unable to do an adequate job. 


Senator Neusercer. The next witness is Mr. Alex Radin, general 
manager of the American Public Power Association. 


STATEMENT BY ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Senator Neupercer. Mr. Radin, we are very pleased to have you 
with us. 

Mr. Rapin. Thank you. 

Senator Nreupercer. I desire to say for the convenience of those 
who are present that Mr. Radin will be the concluding witness today. 
We will go over to tomorrow morning at 10 o’clock after Mr. Radin 
concludes his testimony. 

Mr. Raprn. Mr. Chairman, in view of the lateness of the hour, I 
will summarize the statement I have prepared, if you prefer that I 
doso. It is rather brief and I could read it, but if you prefer, I could 
summarize it. 

Senator Neupercer. Either way you care to do it. 

Mr. Raptr. I will read it then, since it is a brief statement. 

My name is Alex Radin. I am general manager of the American 
Public Power Association, a national service organization representing 
more than 1,000 local publicly owned electric utilities, principally 
municipally owned systems, in 42 States and Puerto Rico. Our head- 
quarters are at 919 18th Street NW., Washington, D.C. 

Our association has a large number of member systems which pur- 
chase all or part of their power supply from the Bonneville Power 
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Administration. Therefore, we are vitally interested in S. 1927, and 
in the effective development of the water and power resources of the 
Pacific Northwest. 

I testified last year on a similar bill, S. 3114, during hearings 
before your subcommittee, and would like to say at the outset that 
we believe that the present bill, introduced by Senator Neuberger, 
includes several desirable changes made as a result of last year’s hear- 
ings. Consequently, the bill presently before your committee repre- 
sents a considerable improvement over previous versions. 

I would like, at this time, to compliment the sponsor of this bill on 
presenting a very constructive approach to the power problems of 
the Pacific Northwest. 

The basic purpose of this bill is to provide an adequate supply of 
electric power for the Pacific Northwest, by adapting the existing 
Federal areengnene to a regional corporation with a planned pro- 
gram and with greater flexibility in carrying out such a program. 

This Corporation would be directed to “supply the net wholesale 
electric power needs of all distributors or consumers within the Pacific 
Northwest who desire and are willing to enter into contracts to pur- 
chase such power from the Corporation.” A key part of this respon- 
sibility is contained in section 2(h) which provides that the Corpora- 
tion prepare a 6-year advance program which “will permit it to meet 
its responsibilities.” 

There is great need for such long-range planning for power supply 
in the Pacific Northwest, a region richly endowed with hydroelectric 
potential and yet an area where at times there has been a lack of 
overall planning and coordination in regional power supply, and 
where sufficient funds have not always been available to provide an 
adequate supply of power. 

To better understand the need for this legislation, several important 
factors should be kept in mind. 

1. The Federal Power Commission estimates that some 33 million 
kilowatts of hydroelectric power still remain undeveloped in this 
region. In an area which is deficient in other energy resources, it 
is evident that every effort should be made to harness this untapped 
renewable resource on an orderly schedule. The enactment of S. 1927 
would represent a major advance in facilitating the development of 
the remaining hydroelectric resources of the Northwest. 

2. Technological developments in the power industry point the way 
to an acceleration in the trend toward one of the primary character- 
istics of the present electric power system in the Pacific Northwest— 
namely, an integrated, regional power supply grid. The economies 
that can be achieved through a regionwide grid system are so well 
known that elaboration is unnecessary. It should be pointed out, 
however, that in the Pacific Northwest the integrated grid has been 
made possible primarily through the leadership of the Bonneville 
Power Administration and the construction by Bonneville of a back- 
bone transmission system. 

Through the development of the low-cost hydroelectric projects 
and the regional grid, great advantages have accrued to the Pacific 
Northwest. Electric rates are among the lowest in the Nation and 
consumption of electricity ranks among the highest of all the States. 
It has also been possible to stimulate new industrial development and 
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to provide the energy base for important national defense installa- 
tions. 

The electric power industry, however, is dynamic, not static, and 
continued expansion will be necessary in the Northwest, as well as 
other sections of the country. The load forecasting officer of the Bon- 
neville Power Administration has estimated that total energy require- 
ments in the Pacific Northwest will grow from 41 billion kilowatt- 
hours in 1955 to between 80 and 90 billion kilowatt-hours in 1965, and 
continue to climb to as much as 140 billion kilowatt-hours in 1975. 
This means, he said, that the Northwest will add as much load in 
these 10 years as the area has developed in the 75-year history of the 
industry, and that the growth in the succeeding decade will be no less. 

If the advantages of the regional grid system are to be maintained, 
it is clear that provision should be made for continuing and improv- 
ing upon the administrative and financial arrangements for regional 

ower supply. This, we believe, is one of the principal objectives of 

. 1927, and represents one of the major reasons why this legislation 
is needed. 

Although S. 1927 would provide a means for maintaining and 
strengthening the regional approach to power supply in the North- 
west, it should be emphasized that this bill in no way excludes the 
non-Federal public and private agencies from developing power re- 
sources on their own if they so desire. In fact, the history of power 
development in that area has shown that even with the availabilit 
of a supply of low-cost Federal power, many of the non-Federal utili- 
ties, both public and private, have continued to develop their own 

ower resources, and undoubtedly many would continue to do so 
: —_—" Power Corporation were established, pursuant to 

. 1927. 

We should also like to take this occasion to point out that even 
though this bill is concerned primarily with power development, it 
takes full cognizance of the need for comprehensive development, 
which we believe should be the cornerstone of ~~ resource program. 

We would like to compliment the sponsor of this bill on the clear 
identification of the goal of comprehensive, multiple-purpose develop- 
ment of the water resources of the Pacific Northwest so as to attain 
“the maximum sustained public benefit from such resources.” (Page 
2 of S. 1927.) This aim is implemented by the authority for the 
Corporation to provide funds to the constructing agencies for con- 
struction of nonpower features of multiple-purpose Federal projects 
(page 10 of S. 1927). Such a provision will permit efficient construc- 
tion schedules and will encourage comprehensive development of the 

ion’s water resources. 

e also believe the provision for a —- Advisory Council 
is a desirable one, in order to reflect the needs and opinions of the 
people of the Pacific Northwest. Your committee may wish to con- 
sider reducing the number of representatives on the Advisory Council, 
however, if it feels the ram number constitutes an unwieldy size. 

Preference clause—Although the American Public Power Asso- 
ciation has endorsed in principle a regional corporation bill for the 
Pacific Northwest (see exhibit A, p. 128), the association, at its most 
recent annual convention adopted a resolution on May 28, 1959, re- 
questing, “the deletion of any provision which might have the effect 
of weakening the preference or antimonopoly clause.” 
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It is our opinion that the second sentence in section 2(g) would 
have the effect of weakening the preference or antimonopoly clause, 
and therefore we ask that this sentence be deleted. I should add that 
this position has also been taken by the Northwest Public Power 
Association and the Washington Public Utility Districts Association, 
two of our affiliates in the Pacific Northwest, and by a number of 
individual member systems of the American Public Power Association 
in the Pacific Northwest. 

It seems to me that retention of this part of S. 1927 constitutes 
undesirable public policy, particularly in the light of the long history 
of the preference clause. The member systems of this association 
urge your committee to stand firm on the principle of the preference 
clause (see exhibit B, p. 128). 

As Senator Chavez said in the Senate debate on the Niagara power 
bill in May 1956: 

Preference in disposition of power from such development by a public non- 
profit organization should be given to other public nonprofit bodies. Public 
development and public distribution—the two go hand in hand. They cannot 
be separated. 

The antimonopoly clause benefits all electric consumers.—What is 
the significance of the preference clause ? 

1. By assuring public and cooperative agencies an equitable share 
of federally produced and federally marketed power, the preference 
clause has had the effect of carrying through to the ultimate consumer 
the mandate, directed by Congress in numerous laws, that electric 

ower should be made available to the most people at the lowest possi- 

le cost. We are pleased to note that this, too, is the objective of 
S. 1927 as expressed in section 6. Public and cooperative bodies are 
devoted to the goals of widespread use of electricity at the lowest pos- 
sible electric rates. When these local agencies purchase electric power 
from the Federal Government, there is assurance that the benefits of 
low-cost power supply will be passed along to the ultimate consumer, 
and not diverted into the higher rate structures of private power 
companies. 

2. The low rates and widespread use of electricity which public and 
cooperative bodies encourage have set a competitive example for the 
private power companies. Thus the preference clause is good for the 
customers of private electric utilities, because it has served to bring 
about lower rates by private power companies in the vicinity of Fed- 
eral projects where the preference clause is in operation. 

I might interpolate here that this has been done without any detri- 
ment to the private power companies. The rate of return of those 
companies that serve in the periphery of areas where there is wide- 
spread distribution of Federal power through public agencies, is 
equal to or in excess of the national rate of return of privately owned 
power companies. 

As Senator Neuberger so well stated during the Niagara debate 
on the floor of the Senate in May 1956: 

The way to do something for the 95 percent of New York consumers who are 
at present served by private utility companies is to provide for them the low- 
rate yardstick which Niagara Falls and the preference clause could make possi- 
ble. Unless that low rate yardstick is created, they will continue to be at the 


mercy of the private utility companies for the rest of their lives, and, far into 
the future beyond that point, their descendants will be at the mercy of the 
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private power companies, which charge high rates and bring about low con- 
ion. 

= if we * * * make available immense quantities of Niagara Falls power 
at low rates, with a public power yardstick, the private utilities will have to re- 
duce their rates. That has been the example in the Pacific Northwest * * *. 
The public power preference clause is what 95 percent of New York consumers 
need * * *. The only possible way to bring about the situation we have in the 
Northwest and in the Tennessee Valley, with low rates and high residential 
consumption and high industrial consumption of power, is with the public power 
preference clause. 

Confirmation of Senator Neuberger’s argument is found in the 
Federal Power Commission report, “Typical Residential Electric 
Bills, 1958, Cities of 2,500 Population and More.” Despite the fact 
that Oregon’s residential consumers are served largely by privately 
owned power companies, Oregon ranks among the first three States 
in a listing of communities having the lowest residential bills (in the 
classification of communities of 2,500 to 10,000 population, and in the 
classification of communities of 10,000 to 50,000 population). The 
competition of the local public agencies of the State of Washington 
undoubtedly is one of the principal factors in the maintenance of these 
relatively low rates in Oregon. 

3. By assisting the public and cooperative agencies to set a com- 
petitive example, the preference clause has played an antimonopoly 
role. Without the historic preference clause to give public and co- 
operative systems access to Federal power supply, these local publicly 
and cooperatively owned electric utilities would, to a great degree, 
be at the mercy of the private power companies which dominate 80 
percent of the power industry today. This is because the preference 
customers, generally speaking, are considerably smaller than the priv- 
ate power companies, and cannot themselves achieve the economies 
available to the private power companies through their large inter- 
connected systems. 

The preference clause, by giving local agencies an opportunity to 
purchase adequate quantities of low-cost federally generated power, 
protects the communities and cooperatives which have chosen to pro- 
vide their own electric service. This is a check on a private electric 
power monopoly that already dominates 80 percent of the Nation’s 
power-generating capacity. 

The broad purposes.—I have dealt at some length with the prefer- 
ence clause. However, I must emphasize that it is the broad purposes 
of this bill which merit the most attention and understanding. The 
important thing is that a regional corporation bill be adopted which 
will bring to the Pacific Northwest and the Nation the maximum bene- 
fits which can be obtained from the resources of that area. 

In this connection, I would like to call the committee’s attention 
to remarks which Senator Hart of Michigan made on the Senate floor 
last week during debate on the TVA self-financing bill. Senator Hart 
said that legislation which strengthens one region of the Nation 
strengthens the Nation as a whole. 

“The job site is regional but the results are in the long-term good 
of our whole Nation,” Senator Hart stated. This certainly applies 
to the proposed legislation before your committee. The job site is 
the Pacific Northwest, but the economic development of this region 
through a long-range program of power supply planning will benefit 
the entire United States. 
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We urge your committee to give favorable consideration to S. 1927, 
with the amendment to section 2(g) which we have indicated, so that 
the power supply situation in the Pacific Northwest may be handled 
on the most efficient basis, to contribute to the growing strength of 
that region and of the Nation as a whole. 

(Exhibits A and B are as follows:) 


ExuHisit A 


RESOLUTION ADOPTED AT ANNUAL CONVENTION OF THE AMERICAN PUBLIC POWER 
ASSOCIATION, May 28, 1959, aT SEATTLE, WASH. 


RESOLUTION NO. 38——-BONNEVILLE REORGANIZATION BILL 


Whereas Senator Neuberger has introduced S. 1927 to change the Bonne- 
ville Power Administration into the Bonneville Power Corporation with authority 
to issue electric revenue bonds and also to utilize its own revenue; and 

Whereas such legislation for improved administration and financing of the 
Federal power program in the Pacific Northwest is urgently needed; and 

Whereas S. 1927 contains a public utility responsibility clause which would 
authorize the new corporation to meet the net power requirements of the region; 
and 

Whereas 8. 1927 also contains a provision which might have the effect of weak- 
ening the preference clause of the existing Bonneville Act; now, therefore be it 

Resolved, That the American Public Power Association endorses in principle 
a regional corporation bill for the Pacific Northwest provided that before en- 
dorsing 8. 1927 the association requests the deletion of any provision which 
might have the effect of weakening the preference or antimonopoly clause. 


EXxnHisiTt B 


RESOLUTION ADOPTED AT ANNUAL CONVENTION OF THE AMERICAN PUBLIC POWER 
ASSOCIATION, MAy 28, 1959, aT SEATTLE, WASH. 


RESOLUTION NO. 4—-PREFERENCE CLAUSE 


Whereas the preference or antimonopoly clause (as originally enacted in the 
Reclamation Act of 1902, and reenacted in subsequent legislation) provides for 
the sale of federally generated power On a nonprofit basis to consumer-owned 
agencies and systems in preference to the sale of such power to privately owned 
power companies operating for a profit; and 

Whereas the preference or antimonopoly clause has, for more than 50 years, 
operated in the public interest by encouraging home rule, by preventing monopoly, 
and providing a yardstick in the electric utility field; and 

Whereas the American Public Power Association has consistently supported 
the preference or antimonopoly clause; and 

Whereas the Case amendment in the Rivers and Harbors Act of 1958 has 
substantially weakened the preference clause with respect to new hydroelectric 
developments in South Dakota and has the effect of depriving the preference 
customers in the other eastern Missouri Basin States of their proper share of 
Federal power; and 

Whereas the Bureau of Reclamation has by administrative action satisfied 
a money judgment rendered by the courts in relation to the Hoover Dam project 
by contracting Parker-Davis project power to the nonpreference judgment 
creditor, thereby violating the preference clause and forcing contractors of one 
project to pay damage claims rendered against another project; now, therefore, 
be it 

Resolwed, That the American Public Power Association reaffirms its endorse- 
ment of the preference clause and opposes any congressional or administrative 
action which would weaken it; and be it further 

Resolwed, That the association requests the Congress to investigate adminis- 
trative actions which violate the preference clause and which settle judgments 


in favor of nonpreference power users to the detriment of preference power 
users. 
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Mr. Rapin. Senator, I would like to add one other comment, if 
I may. 

poniet Neusercer. Certainly. 

Mr. Rap1n. I don’t propose to use this committee as a forum for 
rebuttal to the previous witness, but I do think one important fact 
should be pointed out; and that is, that the public power movement 
in the Pacific Northwest had its origins long before the Federal power 
program got into high gear in that area. As a matter of fact, the 
PUD law in the State of Washington was adopted before the Federal 
power program got underway in that State. 

Therefore, I think it is unfair to assume, because the Federal Gov- 
ernment has built some projects in this area, that this alone has stimu- 
lated a public power movement. 

There are many other statements that the previous witness made 
which I think bear rebuttal, but I don’t think it is fair to take the 
time of the committee to do so at this time. 

Senator Neusercer. Thank you very much, Mr. Radin. I want 
to ask you several very brief questions. 

In your statement you asserted that the second sentence in section 
2(8) would have the effect of weakening the preference or antimono- 
poly clause. Mr. Kinsey Robinson said that he could only conclude 
that this so-called geographical preference is entirely meaningless. 
I take ha therefore, that you disagree with Mr. Robinson in this 
respect ¢ 

Mr. Rapin. Yes, I do. 

Senator Nevsercer. I wanted the record to show that this morning 
we have had three separate opinions from eminent and informed peo- 
ple on this so-called geographical preference. Dr. Pearl and his legal 
consultant, Mr. Coulter, said that they felt it definitely created a con- 
flict which they would have to resolve if they were called upon to ad- 
minister this act. Mr. Robinson said that he and his associates re- 
garded it as entirely meaningless. You have said that you and your 
associates regard it as weakening the preference clause. 

I think the record should show that thus far in our hearing. be- 
tween 10 o’clock and 12:05, we have had from the Bonneville Power 
Administration and the Washington Water Power Co. and Ameri- 
can Public Power Association three interpretations of the impact of 
that section. 

Mr. Raptn. Maybe we should conclude from that situation that this 
provision should be removed so there will be no room for misinter- 
pretation. 

Senator Nevusercer. I want to just ask you several further ques- 
tions. 

As you know, there is a geographic reservation for the Hungry 
Hores Act for the outside power to be used within the State of Mon- 
tana. How does your organization feel about that? 

Mr. Rapin. I think at the time that was adopted we failed to see 
the significance of it, but since that time additional reservations of 
this type have been adopted, notably the one about a year or so ago in 
connection with the Big Bend project. It is out feeling that each of 
these further erodes the effectiveness of the preference clause. We 
feel that the preference clause is such a fundamental part of our power 
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a that there should be no further weakening of the preference 
clause. 

I might add that we see one very great difference between the 
Hungry Horse limitation and the geographic reservation made in §. 
1927, and that is that the Hungry Horse reservation applies to a single 
aw ge whereas the reservation or limitation on the preference clause 
in 8. 1927 is of general application and would apply to many different 
projects over a much longer period of time and would have more far- 
reaching consequences that a reservation that is limited to a single 
project. 

Senator Neusercer. Following that, let me ask this further ques- 
tion: Would your organization prefer the abandonment of this geo- 
graphic preference in section 2(g) and the substitution therefore of a 
reservation for the State of Oregon of 50 percent of the power to be 
generated at site in the John Day Dam? 

Mr. Raptn. We haven’t discussed this possibility within our asso- 
ciation. I would not be prepared to comment on this alternative. 
That might be preferable to the general reservation that is in S. 1927; 
but I would not be able to commit ourselves on it at this time. 

Senator Neusercer. Did your organization support the Hells Can- 
yon bill, which had reservation of 500,000 kilowatts for Idaho? 

Mr. Rapin. We certainly did, Senator 

Senator Nevpercer. Have you any questions, Mr. Mapes? 

Mr. Mares. None. 

Senator Neusercer. We thank you for your presence here, Mr. 
Radin. We know the great interest you have taken in this Pacific 
Northwest. I regret we have imposed upon your time and kept you 
waiting so long. 

Mr. Raprn. That’s perfectly all right, Senator. I want to express 
again our appreciation to you, Senator Neuberger, for the tremendous 
amount of time which you have devoted to this bill, which we believe 
offers a very constructive approach to the power problems of the 
Pacific Northwest. 

Senator Neusercer. Thank yousomuch. You are very kind. 

I understand that before we recess for the day Mr. John T. Curran, 
legislative representative of the American Federation of Labor and 
the Congress of Industrial Organizations has a statement he would like 
to include in the record of today’s hearing. 


STATEMENT OF JOHN T. CURRAN, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUS- 
TRIAL ORGANIZATIONS 


Mr. Curran. Thank you, Senator. I wish to express the apprecia- 
tion of our organization for the opportunity to present this statement. 

My name is John Curran. I have here a copy of the statement of 
the AFL-CIO and its position on S. 1927 to establish the Bonneville 
Power Corporation. May I submit it? 

Senator Neusercer. Fine. It will appear in the hearing record in 
full. I have had an opportunity to read your statement. I would 
like to ask you one question. 

You have said therein that you disagree with the provision that re- 
quires the directors of the regional corporation to be residents of the 
Pacific Northwest, is that correct ? 
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Mr. Curran. That’s correct, sir. 

Senator Nevupercer. We are a long way from Washington out there. 
I suppose you might say we are provincial. I was born in the North- 
west. We are 3,000 miles away from the seat of National Govern- 
ment. 

Do you think it would be inadvisable to provide that each of the 
four States be represented by a five-man board of residents? 

Mr. Curran. Our position is this, Senator. We feel there should 
be no limitation, especially if a person is qualified for the position, that 
he should just come from a certain area. We think that the whole 
country should be tapped if necessary to have a person of the qualifi- 
cations calling on this board. We just don’t think he should be pre- 
cluded if he comes from the east or west or south or the north. 

Senator Neugercer. We had sort of looked on this as a sort of re- 
gional organization, though of course it would belong to the whole 
United States. We feel that in this country, you know, we don’t have 
absentee constituencies, like they have in the British Parliament. The 
Senator has to be a resident of his State even though he is a U.S. Sen- 
ator and can vote to tax anybody in Florida though he comes from 
Iowa, for instance. 

I particularly wanted to amplify that a little bit because I was in- 
trigued by that particular phase of your statement where you felt the 
members of the board should come from anywhere in the country 
rather than have a residence in the Northwest. 

Mr. Curran. We have taken a look at the TVA Board of Direc- 
tors, sir, and we think that some of these fellows who have come from 
other than the TVA area have made a substantial contribution to the 
work of the TVA. That is one of the reasons we take this position. 

Senator Neurercer. That is certainly a legitimate viewpoint and 
although it differs with this, I am glad to have it in the record. I 
want to thank you for presenting this testimony on behalf of the 
A. F. of L. and CIO. I want to apologize to you for taking up so 
much of your time this morning. 

Mr. Curran. Not at all, Senator. 

(Mr. Curran’s prepared statement is as follows:) 


STATEMENT OF JOHN T. CURRAN, LEGISLATIVE REPRESENTATIVE, AMERICAN F'EDERA- 
TION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Chairman, my name is John T. Curran. I am legislative representative 
of the American Federation of Labor and Congress of Industrial Organizations. 
We are happy to have been given this opportunity to appear before the Flood 
Control Subcommittee of the Senate Public Works Committee to state our posi- 
tion on S. 1927, a bill to amend the Bonneville Project Act of 1937 for the pur- 
pose of establishing the Bonneville Power Corporation. 

Organized labor in the Pacific Northwest and across the Nation has a vital 
interest in the legislation before you today. This interest can be best expressed 
by one word—jobs. As we see it, the basic economic problem in America today 
is how to provide for a continually expanding economy in view of a mushroom- 
ing population and an industrial complex that is demanding, more and more, 
water, raw materials, and energy resources to feed it. 

The Columbia Basin is endowed with the kind of cheap, abundant energy base 
that can provide for its rapid expansion and the firming up of its present econ- 
omy based primarily on lumbering, agriculture, and mining which are not 
capable of providing new opportunities for the people of the region on the neces- 
sary scale. 

It is perhaps unnecessary to recount to this subcommittee how the Federal 
dam building program of the 1940’s brought with it low-cost power regionally 
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transmitted by the Bonneville Power Administration at the lowest wholesale 
prices in America, seeming to herald the dawn of a new day in the region which 
since the fur-trade era a century and a half ago has been a raw materials pro- 
ducer for absentee controlled corporations. The aluminum and other electro- 
process industries which located in the region brought with them opportunities 
fo~ thousands of year-round jobs, an increase in the service industries, expanded 
local markets for the farming communities and a population increase between 
1940-50 three times that of the Nation as a whole. 

But we have also seen how the present administration, with its policy of 
so-called partnership and of no new construction starts on federally authorized 
multipurpose river projects, has turned off the current of capital investment 
into the resources base of the Pacific Northwest. Even the strenuous efforts 
of the Congress to reverse the administration’s no-new-starts policy have been 
only partially successful in getting back on its feet the dangerously diminished 
Federal river development program in the Columbia Basin. 

The AFL-CIO has seen its own affiliates in the region faced with areas of 
high unemployment in the past several years, and even now the region’s rate 
of economic growth has fallen back almost to what it was before its history 
was changed by the joint pioneering program of the Executive and the Congress 
to make the Columbia produce, under harness, a broad array of public benefits 
for the region and the Nation. 

We see in S. 1927 a step forward to achieve resumption of a power program 
that the region must have for sustained growth. We believe that, like TVA, the 
situation is sufficiently critical to support its proposal to establish a Bonne- 
ville Power Corporation empowered to push forward new power starts and 
finance them through issuance of revenue bonds backed by the credit of the 
United States. 

The AFL-CIO endorses the policy of gearing Federal power development, as 
set forth in S. 1927, to the policies and goals of the Employment Act of 1946. 
This is particularly meaningful to the labor movement as a result of experiencing 
a lag in the rate of economic growth in the Pacific Northwest, in part stemming 
from the inability of the Bonneville Power Administration and other non- 
Federal utilities to provide enough power in excess of normal loads to be used 
at low wholesale prices to attract new industry. 

The Bonneville Power Administration in its annual advance programs has not 
included in its load growth estimates the power required to serve large-scale 
new industrial demands. As early as 1953, this now unspecified total for new 
industry was more than 3.7 million kilowatts. 

S. 1927 would provide for an accelerated Federal power program made pos- 
sible through an alternate financing source—revenue bond financing—would 
have as its objectives the meeting of power demands for all uses to “maintain 
an expanding economy or otherwise improve the general welfare throughout the 
Pacific Northwest.” 

Our analysis of the bill indicates that it would not bypass proper congres- 
sional controls, nor would it provide for higher power rates, reduce the return 
of the reimbursable power investment with interest to the Federal Government, 
nor necessarily conflict with the operation of Federal projects with impor- 
tant nonpower uses—for example: fish and wildlife, recreation, flood control, 
and irrigation. 

In thus stating our general support for the goals of S. 1927, the AFL-CIO 
wishes to make it perfectly clear that support for the legislation is conditioned 
upon its being amended in several sections. 

In this connection, I should like to state first of all that the Bonneville 
Project Act of 1937 was frankly regarded as only a temporary mechanism to 
handle the marketing of power from Bonneville and Grand Coulee projects 
pending establishment by the Congress of a more permanent administration for 
the Federal power generation, transmission, and marketing program in the 
Columbia Basin. 

While having no specific recommendations at this time to make in connection 
with S. 1927 on the point of its comprehensiveness, we should like to point out 
that its emphasis is predominately on power generation. The bill does not 
change the basic relationships between the various Federal agencies engaged in 
resources development in the Pacific Northwest, and it still leaves unanswered 
the need for a unified approach and unified administration of the Federal 
resources program in the Columbia Basin. 
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The AFL-CIO executive council’s statement on natural resources, adopted in 
February this year, called attention to the need for rededication to compre- 
hensiveness in our Federal resources programs and adapting the principle of 
unified river basin development to our various river basins. Such a step will 
inevitably be necessary in the Pacific Northwest if water and power develop- 
ment programs are going to move ahead in such a way as to dispense with 
duplication, waste, jurisdictional controversy, and piecemeal planning, and estab- 
lish them on the foundation of sound economic, engineering, and business prac- 
tices. 

We disagree with the provisions in section 2(c) of the act, requiring that the 
Directors of the Corporation be residents of the Pacific Northwest. This is a 
Federal project, underwritten by the Federal Government, and enacted by the 
Federal Congress to achieve a constitutional goal. No such residence restriction 
should, therefore, be in it. Moreover, it should be kept in mind that the Presi- 
dent appointing the Board should be able to select the best possible men for the 
job, regardless of their State of residence. Certainly the experience of more 
than a quarter century of the Tennessee Valley Authority has shown that nation- 
wide recruitment of members of the Board of Directors has in no way detracted 
from its responsive insight into the problems of the Valley States. The provi- 
sions that each Board member represent a Columbia Basin State is admin- 
istratively faulty and will only cause conflict between the upper and lower 
States. 

We feel that this subcommittee should explore the desirability of substituting 
in this section a provision establishing a single Administrator to be appointed 
by the President with consent of the Senate and vested with the powers which 
§. 1927 now reposes on the Board. 

We assume that the framers of this bill have taken into consideration that 
multipurpose river development projects still will have to be authorized by 
the Congress, and that their construction, to the point of time when power 
facilities will be financed and installed by the Corporation, will still be a matter 
of determination by the Congress. This will require the closest cooperation 
between the Corporation and the two major resources dam building agencies 
in the region, and also quick response by the Congress in providing necessary 
authorizations and appropriations to maintain a continuous program in the 
Columbia Basin, not subject to sudden slippages and stops. 

We see nothing to be gained by the needless inclusion in section 9(a) (12) 
of the provision enabling the Corporation to employ retired commissioned offi- 
cers of the Armed Forces. This should be a matter for the Administrator to 
determine, under the provision of this bill dealing with selection of personnel 
and the Corporation’s personnel rules and regulations. 

We urge that S. 1927 be amended in section 2(g) to eliminate the last sen- 
tence beginning with line 19 and ending with line 25. This is necessary to 
insure the strictest enforcement of the preference clause for priority of pur- 
chase by nonprofit utilities of federally generated power from the Columbia 
River power system under the adequate antimonopoly provisions now in the 
Bonneville Act. 

Section 14 of S. 1927 should be eliminated by this subcommittee. The Pacific 
Northwest has been the scene of a long and fruitless struggle between the up- 
stream and downstream States over the provisions of an interstate compact. 
No progress has been made, and none is likely. And no interstate compact thus 
far devised has accompished either of two things—resolving conflicts over shar- 
ing of water among States or establishing any kind of progressive water de- 
velopment program. 

To recapitulate: The AFL-CIO hopes that this committee can amend S. 1927 
to make it an effective instrument to meet a particular emergency need in the 
region—power development to sustain and stimulate an expanding economy 
with more jobs for more workers, and more production and economic activity to 
strengthen the region and the Nation, and help to diversify a regional economy 
from its undesirable status as a raw materials producing region. 

The AFL-CIO regards 8S. 1927 as a forward step in this respect, but by no 
means a substitute for overall uniform resource development in which all land, 
water, and energy in a region under control of the Federal Government be 
viewed as a single, interrelated problem caused by Nature, which should be 
solved by a single integrated approach, both in planning and in programs. 

The people in the region deserve to have a power development program re- 
sponsive to their needs as related to achievement of national expansion goals. 
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They have built their institutions in good part around the Federal wholesale 
power, and attendant Federal resources programs. These have been in effect 
as concerns power for a quarter of a century. The policy behind such develop- 
ment should be unified, sustaining, and broad. The programs should not be 
turned on and off like a spigot when a new administration comes to power in 
Washington, for this does nothing except dislocate the economy of the region 
and the living of thousands of its citizens. 

8. 1927 offers an approach to such a policy, and with necessary amendments, 
will receive the wholehearted support of organized labor in that light. 


Senator Neupercer. We will recess until 10 o’clock tomorrow 
morning, when we will continue with the list of witnesses. 

(The following statements were received for inclusion in the 
record.) 


STATEMENT OF R. E. Kerr, CHAIRMAN, NATURAL RESOURCES COMMITTEE, OREGON 
FarRM BUREAU 


My name is R. E. Kerr. I am a filbert grower from Lane County, Oreg., and 
chairman of the Natural Resources Committee of the Oregon Farm Bureau 
Federation, an organization of approximately 9,400 families who make their 
living from farming. 

I should add that the prototype of the bill now before us was earnestly 
studied by the house of delegates of that organization at its annual convention 
held last month in Salem, resolutions on the general subject having been con- 
sidered and acted on by the member Farm Bureaus throughout the State. The 
substance of this presentation was approved as representing the sentiments 
and interests of the members of the organization. 

Due to the short time available for the study of this bill, I shall attempt to 
confine this presentation to basic issues which this bill has in common with 
S. 3114. I trust that, if further study shows such action needful, we may sub- 
mit supplementary material. 

We have an economic interest in this bill. We also have a deep ideological 
interest which Woodrow Wilson well expressed: “The history of liberty is the 
history of limitations of governmental power, not the increase of it.” To both 
those interests the bill now before us runs counter. 

The opening remarks by Senator Neuberger at the hearings on bill S. 3114 
last May (p. 3 of the published volume of the hearings) deplored the attitude 
of chambers of commerce and other business groups to regard the issue as 
“merely another battle between public and private power’—a rather boring 
spectator sport. 

Let me assure the committee that the Farm Bureau does not enter the case 
as a spectator or at the instigation of any other group, nor does it regard the 
issue as a battle between private power and public power. It regards the 
battle as between free enterprise and government controlled enterprise and this 
particular skirmish as exclusive public power versus the type of power that the 
people of the various areas have freely chosen to adopt. 

In further statement Senator Neuberger urged that witnesses come to grips 
specifically, with issues and aspects of the proposals. I shall endeavor to comply. 

As I stated, the Farm Bureau opposes the bill both on economic and ideological 
grounds. I shall deal principally with three propositions : 

(1) That the Bonneville preference clause, by this bill embedded in 
permanent legislation, is hurtful to the economic well-being and the liberty 
of the people of Oregon. 

(2) That the Corporation’s assumption of public utility responsibility 
presents the threat of complete Federal power domination in the Northwest. 

(3) That this bill marks another step in the steady advance of the doc- 
trine of Federal supremacy. 


PREFERENCE CLAUSE 


The bill before us fails in a most obvious need, that is, to meaningfully amend 
the preference clause, section 4 of the basic act so as to abate the discrimination 
between consumers of Federal power. 

It has long been recognized that the Bonneville preference clause has un- 
favorable implications for the people and industries of Oregon where private 
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companies provide electric power to the great majority of consumers. But the 
clause has been treated as a law of the Medes and the Persians that altereth 
not. The statement is frequently and loosely made that the preference clause 
is the “cornerstone of all Federal power legislation.” Question. Which prefer- 
ence clause? 

There is general misunderstanding of the fact that there are as many prefer- 
ence clauses as there are Federal acts that carry them. All have in common 
a provision that public bodies (and cooperatives) shall have the first oppor- 
tunity to develop projects or purchase power, as the case may be. The farm 
pureau historically has supported such preference clauses. But not the Bonne- 
ville clause. It is the only one that not only provides a prior preference but 
also provides a recapture feature that requires that, for all time, a private 
distribution agency may be deprived of federally produced power to satisfy the 
requirements of new or expanded public agencies. Thus a serious element of 
uncertainty is introduced into the power supply situation that must be trans- 
mitted on to the consumer. 

If the purpose of socializing the power industry had been badly stated in 
the project bill, the provision probably would not have been approved by Con- 
gress, even in the 1930’s. But its avowed purpose was unexceptionable: “In 
order to insure that the facilities for the generation of electric energy at the 
Bonneville project shall be operated for the benefit of the general public and 
particularly of domestic and rural consumers * * *,” it begins, “the Administra- 
tor shall at all times give preference and priority to public bodies and coop- 
eratives.” Note that it was the intent of Congress that the benefits should 
accrue to the general public. It didn’t work that way. Even now, more than 
20 years after passage of the act, only 16 percent of the consuming general 
public of Oregon (36 percent for the entire Northwest) qualify under the test 
of which agency supplies them. 

On the background of the 1920’s and 1930’s it is easy to imagine that the 
framers of section 4 expected, if, indeed, they did not definitely determine, that 
public agencies and cooperatives would soon take over the electric power busi- 
ness of the Northwest. The question of private power distribution would then 
become moot. Such interpretation of intent is reinforced by further portions of 
that section and memorandums of Secretaries of the Interior of that period 
directing the promotion and assistance of public agencies to take over the power 
distribution. 

We, in Oregon, were told of the advantages of public power and the dangers 
of private power. We discussed it. We held 53 public utility district elections 
at State and local levels, not counting bond elections and other elections where 
public versus private power was an issue. (As late as last month an election 
was held to determine if the city of Portland should undertake power generation 
at its Bull Run plant—defeated nearly 2 to 1.) Asa result of the 53 elections 
4 public utility districts were organized and have remained active. Three 
organized but abandoned for REA. Five organized but have remained inactive. 
The other 41 were rejected or not validated. 

Does all this mean that the people of Oregon prefer private power to public 
power? Definitely, no. It means that they are reasonably well satisfied with 
the service they are getting from the agencies that are supplying them in their 
various areas. They can shift to an alternate agency if and when they consider 
it to be in their interest. They cherish the right to make that choice. 

The effect of the preference clause is to deny them that choice, to coerce them 
into setting up public agencies and cooperatives if they are to continue to share 
in the benefits of Bonneville power. 

Shall the people of Oregon reorganize their power structure throughout the 
State in order to qualify for equal treatment under this preference clause? 
Shall the mountain come to Mohammed or shall Mohammed go to the mountain? 

The Oregon Farm Bureau Federation, at its recent State convention, recom- 
mended a solution by amending section 4, in the matter of preferred customers, 
to read, ‘“* * * preference and priority to public bodies, cooperatives and pri- 
vately owned agencies operating under an adequate State public utility respon- 
sibility law.” (New material italicized.) 

The point involved is: In any State with public utility responsibility laws such 
as Oregon has, the present discrimination is not justified. If any State does 
not have adequate regulatory laws, then the preference would be justified. 

The advocates of the Bonneville preference clause studiously avoid the sub- 
ject of State public utility responsibility laws. Actually, in Oregon all pri- 
vately owned utilities are regulated by the Public Utilities Commission. With- 
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out the Commission’s approval they may not issue securities, combine, move into 
new service area, change their rates, discontinue service (except for cause). 
They are required to furnish adequate, dependable service at lowest practicable 
cost. Their books are constantly open to the inspection of the PUC. Under 
similar laws, the people and industries of California seem to feel safe from the 
abuses of private power monopolies. 

Perhaps in this State we are paying an unduly high premium for insurance 
against a nonexistent tiger. Industries are reputed to be allergic to unnecessary 
hazards. They may choose to avoid areas of uncertainty even against the 
allurement of cheap power. 

Altogether, the preference clause is doing the State no good and threatens to 
do injury at such time as it has to be invoked. With the assumption of regional 
public utility responsibility by the Corporation, the injury may be still greater. 


PUBLIC UTILITY RESPONSIBILITY 


It has been pointed out in the hearings on bill S. 3114 a regional public utility 
responsibility at the wholesale level is essential for the Corporation to fulfill its 
purpose. In accepting the mandate the Corporation would, perforce, have to 
preempt all feasible power sites on the Columbia and its tributaries and would 
probably have to commandeer the production facilities of private production in 
western Oregon and Washington to firm up its winter powerload. This would be 
almost a certainty if Canada chose to divert her portion of the Columbia River 
flow to the Fraser River. 

It is not apparent how the Corporation, even with the most benevolent intent, 
ean discharge the power responsibility without exercising complete domination 
over the entire electric field of the Northwest. The Corporation is to manage 
its resources so as to supply “fall members of the public who require its service 
as a wholesaler within the Pacific Northwest and who desire and are willing to 
enter into contracts to purchase their net wholesale power requirements from 
the Corporation.” With this responsibility the Corporation has the authority to 
exchange power, to lease facilities. It is naive to fancy that the Corporation 
would not use those powers as it deemed necessary to discharge its responsibil- 
ities. Furthermore, the assumption of responsibility in the power field could not 
long persist without the Corporation assuming responsibility in other fields— 
flood control, irrigation, ete. They are all interrelated. 

It should be noted that Congress has steadfastly refused to authorize assump- 
tion of public utility responsibility at Federal level, except for TVA. Such 
responsibility can probably be regarded as the criterion of an authority. In any 
ease, such attribute of authority cannot be exercised without complete domina- 
tion of power production and distribution. 

Inherent in this domination is the ability to promote or to withhold develop- 
ment of industries, of areas, of political subdivisions, according to the dictates 
of the Corporation. 

FEDERALIZATION 


It is in this field of domination that the Farm Bureau is most seriously con- 
cerned. The concentration of great power, even for benevolent purposes, 
creates a grave danger. There it is, in one package, an irresistible temptation 
for a political adventurer. The Founding Fathers had that feeling when they 
divided the powers of government three ways for purposes of checks and bal- 
ances. And they reserved to the States respectively or to the people those 
powers not specifically delegated to the United States. 

We have recently been witnessing a sad erosion of the powers and the rights 
of the States under various Supreme Court decisions and the conclusions that 
the Department of Justice derived therefrom. To mention a few: the Appa- 
lachian Power case on the New River in Virginia, the Pelton Dam case on the 
Deschutes, the actions of the Department of Justice in seeking to abrogate the 
long-established water rights of the citizens of the Santa Margarita Valley in 
California, and the Hawthorne case in Nevada. The doctrine of Federal suprem- 
acy was well summarized by U.S. District Judge Ross in the latter case, to 
the effect that Federal agencies need not respect State laws—“bend the knee to 
this type of State law and regulation,” as he phrased it. 

Those cases are all in the field of water resources. There are parallel cases in 
the field of civil rights, such as the Steve Nelson case in Pennsylvania, and in 
the field of labor relations. They add up to a doctrine under which Federal 
agencies, once regarded as the servants of the people, now are become masters. 
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The legislative branch has not redressed the balance, has not been effectively 
called upon by the people to do so. Therefore, we must accept, for the present at 
least, that doctrine. But we may and we must oppose inviting another Federal 
agency into our area to further regulate our activities. 

The bill before us attempts to set up an agency responsive to the needs and 
wishes of the people of the area and respectful of the State laws. However, it 
contains not one item that compels such responsiveness of respect. Nor can it, 
under the Federal supremacy doctrine. 

It must be admitted that Federal encroachment has been encouraged, has been 
invited, by certain segments of the citizenry; and that inertia, preoccupation 
with local affairs, increasing dependence on Federal grants, has provided a 
favorable climate for this type of solution of our pressing problems. The Farm 
Bureau affirms that basinwide planning for river development should involve 
the participation of the Federal Government as well as the States of the basin. 
But such participation does not extend to preemption of the developmental 
responsibilities of local agencies. 

SUMMARY 


To summarize, the Oregon Farm Bureau Federation opposes this bill, regard- 
less of its benevolent purpose, in that it perpetuates and aggravates a pro- 
vision of the Bonneville Power Act that is hurtful to the interests of Oregon, it 
sets up a Federal agency with authority to dominate the electrical field and 
hence the industry of the Northwest, and it accentuates the encroachment of the 
Federal Government into areas of responsibility of State and local agencies. 


STATEMENT OF THE OREGON FARM BUREAU FEDERATION 


Satem, Orec., July 13, 1959. 
Hon. DENNIS CHAVEZ, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR CHAVEz: It is understood that hearings on the subject bill be- 
fore your committee are scheduled for July 15-16, 1959, at Washington, D.C., 
primarily for the purpose of comparing the provisions of this bill with those of 
previous drafts of similar legislation. We present the following comments for 
consideration by the committee, with the request that they be made a part of the 
record of the hearings on the subject bill. 

Study of the bill shows numerous changes that would appear to improve the 
operation of a corporation such as is contemplated and remove some serious 
faults. Among these latter we mention the elimination of the authority of 
acquiring power facilities by condemnation. In general, however, this bill is 
subject to the same objections summarized in the above reference: 

“(1) That the Bonneville preference clause, by this bill embedded in 
permanent legislation, is hurtful to the economic well-being and the liberty of 
the people of Oregon. 

“(2) That the Corporation’s assumption of public utility responsibility 
presents the threat of complete Federal power domination in the Northwest. 

“(3) That this bill marks another step in the steady advance of the 
doctrine of Federal supremacy.” 

And the statements made therein (except relating to the authority to con- 
demn) apply equally to this bill. 

The provision intended to prevent unreasonable geographical concentration of 
federally produced power is stated as a policy—in S. 1927. In the committee 
print of November 21, 1958, the same idea is put forth as an administrative direc- 
tive. Whether expressed, as in the committee print, or implied, as in this bill, it 
is sure that the execution of this policy would depend on the determination by 
the Corporation that unreasonable geographic concentration of electric power 
exists, or is likely to exist, and that measures to counteract such concentration 
are required of the Corporation. Such a determination is a political determina- 
tion which, however benevolently intended, should not be delegated to an ad- 
ministrative agency. An extension of such doctrine to equalize the economic 
handicaps of various areas could be confidently predicted. 

In view of the inclusion in this bill of the Bonneville preference clause, the 
provision above cited would, in any case, be of benefit to only about 16 percent 
of the consumers of Oregon. In fact, the entire subsection 2g of the bill, includ- 
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ing the public utility responsibility feature, benefits only this small proportion 
and, by its discrimination, works to the injury of the remaining 84 percent (with 
a similar proportion in Idaho and Missouri. 

It should be recognized that this inequitable situation encourages public de 
mand for non-Federal construction of power projects to insure a continuing fair 
and equitable share of electric power to nonpreference consumers. 

Very truly yours, 


GERALD W. DETERING, President. 


(Whereupon, the hearing recessed at 12:15 p.m. to reconvene at 10 
a.m. Friday, July 17, 1959.) 
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FRIDAY, JULY 17, 1959 


U.S. Senate, 
SvuBcoMMITTEE ON FLoop ConTroL-Rivers AND HArgors, 
OF THE CoMMITTEE ON PusBLic Works, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a.m., in room 
4200, New Senate Office Building, Senator Richard L. Neuberger 
presiding. 

Present: Senator Neuberger. 

Also present: M. C. Mapes, Jr., and Theo W. Sneed, staff members, 
and Irving Moore, chief clerk. 

Senator Neusercer. Come to order, please. To begin with, I desire 
to apologize for having to postpone the hearing which we had tem- 
porarily scheduled for 3 o’clock on Thursday afternoon. However, 
when I returned to my office I was informed by the majority leader 
of the Senate that the Federal employees health insurance bill, of 
which I am the sponsor, was being called up for debate in the Senate 
yesterday afternoon. 

Inasmuch as I held 5 weeks of hearings on this bill of course I had to 


be on the floor during the entire afternoon. Therefore, I offer m 
a for having to postpone the hearing until this morning, al- 


though I don’t know whether it augurs similarly for the bill we are 
now considering, but I might add we passed the health insurance 
bill 82 to 4. 

Our first witness this morning is Mr. Hugh Smith representing 
Pacific Power & Light Co. of Portland, Oreg. 

I would like to make this suggestion for the benefit of those who 
are testifying, that if you could paraphrase your statements I think 
it would help a great deal. To begin with I am sure all of you realize 
that many of the things said either in criticism or support of this 
bill have already been repeated either by the same witnesses or by 
groups which the same witnesses represent at earlier hearings in Wash- 
ington and in the Northwest. 

We will be glad to hear from Mr. Smith, our first witness today. 


STATEMENT OF HUGH SMITH ON BEHALF OF PACIFIC POWER & 
LIGHT CO., PORTLAND, OREG. 


Mr. Smiru. Mr. Chairman, my name is Hugh Smith. I am a 
member of the firm of Smith, Gray, Hill & Rogers of Portland, Oreg. 
I am presenting a statement here this morning for the Pacific Power 
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& Light Co. of that city . The statement of the Pacific Power & Light 
Co. has been furnished to the staff. ; 

It is a relatively short statement of about four pages, and in ac- 
cordance with the request of the chairman, I will paraphrase the 
general intent of the statement, and call your specific attention to one 
paragraph and raise with you one additional short matter that was 
not covered in the statement. 

In general Pacific repeats its comments that we had made concern- 
ing the committee draft of this bill, at the time of the public hearings 
in Portland last December. We call attention to the fact that powers 
placed in this Corporation are such that the Corporation would be 
free to discriminate in its distribution of power and the establishment 
of the rates for the sale of that power, and that authority is created 
which we consider will be such that would permit the Federal Gov- 
ernment to take over a monopoly of the power supply in the area. 
In view of the very considerable developments that are being carried 
on by the present agencies in REA and their demonstrated abilit 
to find and raise capital we do not consider consequently that the bill 
is in the public interest or is required for the further development and 
prosperity of the Northwest. 

One specific matter which has arisen since the time of the public 
hearings in the Northwest that we think should be specifically called 
to the attention of this committee concerns the interrelationship of 
the so-called utility responsibility clause in a proposal that is now under 
active discussion to construct a Federal intertie to the State of 
California. 

This matter is covered on page 2 of our prepared statement and I 
would like to read that paragraph. A further question must be raised 
regarding the so-called utility responsibility clause of the proposed 
bill. With the existing preference provisions of the Bonneville Act 
left intact, where would the Pacific Northwest stand if the proposed 
Corporation built the Federal intertie to California that now is 
under discussion ? 

Would not the combination of the preference clause and the “utility 
responsibility” clause then require the Columbia River system to ful- 
fill the requirements of California preference customers? This is 
something involving most serious implications to all citizens of the 
Pacific Northwest, and points up again the basic inequity inherent in 
the preference clause. 

I have referred in this paragraph to the so-called utility respon- 
sibility clause, and that clause which is the first section of section 
2(g) of the proposed amended Bonneville Act has been generally so 
referred to during the course of these hearings. 

I would think it would be well that it be pointed out for the record 
that what is created here is not in fact a utility responsibility as that 
term is known generally asa legal term. 

The characteristics of a utility responsibility have been generally 
pointed out already for the record by Mr. Norwood in his statement on 
the opening day of this hearing on page 7. The record on the hear- 
ings of Senate bill 3114 contain as an exhibit a memorandum written 
in 1953 by the Bonneville Power Administration Research Commit- 
tee of the Regional Advisory Council. This memorandum appears on 
page 98 of the printed record. In both these documents the charac- 
teristic of utility responsibility are pointed out as that being to serve 
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all comers, to render adequate service, to serve at reasonable rates and 
to serve without discrimination. 

I think it has been pointed out that the duty to serve without 
discrimination obviously is incompatible with a law which includes 
in it a preference clause. In addition to these qualities, the point that 
I think should be understood is that the duty to serve all comers 
implies in the law the right of a person described in the rate schedule 
to demand service, and the duty of the utility to render that service 
without qualification. This duty is one which is in a utility respon- 
sibility enforcible in the courts as against the utility. 

The proposed Corporation, whitle given oseuisersdil autonomy, as 
has been pointed out in many statements, is rather remarkably free 
of effective control of Congress, is nonetheless a congressional creature, 
and Congress could, if it desired, limit its ability to spend money by 
changing its annual budget or by refusing it necessary collateral 
pelt pam to carry out some of its functions, or by refusing to 
extend its bonding authority when the bonding authority is exhausted. 

Anyone of these measures by Congress would prevent this Corpora- 
tion from carrying out its duties imposed upon it under 2(g). 

And so far as I know, there is no manner in which a citizen could 
force Congress to carry out such function. Even if it is considered 
that section 2(g) is mandatory, there is probably—and even if the 
Corporation has resources to carry out those responsibilities that are 
not denied to it by Congress, it would appear to us to be unlikely 
under the established rules of access to the courts that any prospective 
customer who is not given service by the Corporation, for whatever 
reason, could in fact Sansa that service. That concludes my state- 
ment, Mr. Chairman. I wish to express our appreciation to the com- 
mittee for this opportunity to express our views. I would like to 
also express my appreciation to Mr. Murphy and Mr. German for 
permitting me to appear first since I need to attend a hearing of 
another committee this morning. 

Thank you very much. 

Senator Neusercer. Thank you, Mr. Smith. I take it that you 
would like also to have appear in the hearing record the supplemen- 
tary statement by Mr. E. Robert DeLuccia, vice president and engi- 
neer of the Pacific Power & Light Co., is that correct? 

Mr. Smrru. Yes, Mr. Chairman; that is correct. 

Thank you for calling my attention to that. We have attached 
that as an exhibit. That statement refers to the extent of develop- 
men of the area. It has attached to it, Mr. Chairman, a number of 
charts and tables which we would also appreciate that they be repro- 
duced in the record. 

The documents I brought with me I discovered are not adequately 
reproduced, and if there is any problem about reproducing these, we 
could supply more adequate documents if that were necessary to obtain 
adequate reproduction. 

Senator Neusercer. The committee staff will contact you on that, 
and Mr. DeLuccia’s entire statement with the exhibits will appear 
in the hearing record in full. 

I want to call your attention to one thing on page 2 of your own 
statement, Mr. Smith. You raised the question of whether or not 
the public power preference clause would apply to Bonneville kilo- 
watts transmitted into the State of California if a Federal intertie is 
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constructed. I want you to know that the Senate Interior and Insular 
Affairs Committee has authorized a study of this entire question, and 
the particular issue which you have raised will definitely be a part 
of that study. 

Mr. Smiru. Thank you, sir. I am aware of the authorization by 
that committee, Mr. Chairman, and as you are aware, the Bonneville 
Administrator, pursuant to the instructions of that committee, has 
arranged for consultation with a number of the interested agencies in 
the Northwest. This matter was raised by those agencies before the 
Administrator at our first conference with him. 

Senator Neusercer. Thank you. I want to ask you several ques- 
tions, if I may. You have raised some doubts about section 2(g). 
On page 2 of your prepared statement it refers to 3(g) but I imagine 
you mean 2(g). 

Mr. Smiru. That is correct, sir. 

Senator Neusercer. Which applies to the ordering of no geographic 
concentration of the power. I believe you were in the hearing room 
yesterday when Dr. Pearl and his legal consultant, Mr. Coulter, testi- 
fied. I believe they said, if I am not mistaken, that they felt a reser- 
vation of the outside energy at John Day which was generated in the 
State of Oregon for the Grate of Oregon, would in their opinion be 
beneficial to the State of Oregon. I think you heard that. 

Mr. Smrru. Yes. 

Senator Nevusercer. Do you agree with them on that or not? 

Mr. Smirn. As you are aware, I believe, Mr. Chairman, the com- 
pany that I represent and the other utility companies in the State 
of Oregon have previously expressed themselves in favor of the con- 
: of a geographical reservation from John Day. This question, 
of course, 1s in this particular aspect novel, but it would appear to us 
that in the framework of the present preference clause that is an 
extremely suitable way of assuring to Oregon at least some share of 
power from the Columbia River. 

Senator Neusercer. Now one of the justifications and precedents 
that has been given for a proposed John Day Reservation, and I 
believe this has been cited by a great many people, both in and out 
of the utility industry, is the fact that there is a reservation for 
Hungry Horse of the at-site power generated at that project. Fur- 
thermore there has been cited the fact that the bill introduced by the 
able Senators from Montana for Knowles-Paradise proposed an at- 
site reservation for Montana of the power generated at that proposed 
project, is that not true? 

Mr. Smirn. That is correct, sir. 

Senator Neusrrcer. Now let me ask you this: In view of the Mon- 
tana precedents and the precedent advanced in the Hells Canyon bill 
for a 500,000-kilowatt reservation for Idaho, do you think in fairness 
that a reservation could be proposed in legislation for John Day for 
Oregon without an identical reservation for the State of Washington ? 

r. Smiru. I would think, sir, in all fairness it would be quite 
appropriate for a reservation for John Day without an identical reser- 
vation for the State of Washington, for this reason: That under the 
present situation a substantial portion of the generation of Federal 
plants on the Columbia River that forms the boundary between the 
two States will go to the State of Washington as a consequence of the 
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operation of the preference clause, so that a reservation for Oregon 
out of John Day will, in effect, constitute, to some extent, an equitable 
balance of that situation. 

Senator Neusercer. This has troubled me for quite a while because 
I do not see how you can make a reservation for Oregon with outside 
power based on geography and based on the geography of the Mon- 
tana reservations and based on the geography of the proposed Hells 
Canyon Reservation and not have an identical reservation for the 
State of Washington, where geography also prevails. How would 
you feel if there were proposed a geographic reservation of John Day 
power just based on geography ? 

Mr. Desens Well, in effect to Oregon and Washington I would not 
feel unhappy about it, Mr. Chairman, because it at least would give 
Oregon more than it would otherwise get. I think that in equity, if 
you could in effect undo what has been done, which is not only diffi- 
cult to do but usually impossible to do, I think that you could justify 
in equity a reservation of the entire output of John Day for the 
State of Oregon, and that is on the basis of the fact that if this 
geographical concept had been applied from the beginning, Oregon 
would today be assured of roughly speaking approximately the gen- 
eration of power out of the Columbia River system in rough approxi- 
mation to its own population. 

Now that, of course, has not been done. There has been a different 
situation. But the effect of a reservation of the entire part of John 
Day to the State of Oregon would be to approach that kind of a 
situation. John Day is not quite that large, of course. 

Now, something less than that; while, if you were to apply to John 
Day a reservation that would be strictly geographical to all of the 
States that are contiguous to that project, it gives Oregon somewhat 
less than that. That is certainly not inequitable to the other Sates. 
It may not give Oregon as much as in all equity Oregon might be en- 
titled to demand. 

Senator Nevusercer. I just raise this question because I feel that 
you can’t digress from precedents. In other words, the Hungry Horse 
Reservation and the Knowles-Paradise Reservation also have been 
used for justifications for a John Day Reservation for Oregon. But 
the State of Washington participates in the geography of the John 
Day site, too, and I tried to consider this as to how I would look 
at it if I were a Senator from the State of Washington. 

And there are two Senators from the State of Washington and they 
are very able advocates. I fear that if we advocated a 50 percent 
reservation of John Day for Oregon and not a parallel one for the 
State of Washington, that they could make a very plausible case 
against that because it would depart from all the other geographic 
reservations within the preference clause that have been ha 

Mr. Smirn. Personally I would be in favor of the approach that you 
have suggested, Mr. Chairman. I speak only personally, but I would 
be in favor of it, for this reason: 

I think we must always recognize, particularly when we are deal- 
ing with governments—you must always recognize that commitments 
have been made, and that it is not proper and it is not fair for a gov- 
ernment to go back and undo those commitments. They have been 
made and they must be recognized, and they must be recognized in 
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good faith. So that generally sound legislation has got to proceed 
on the assumption that these commitments have already been made 
and you have to take each new problem as it comes up, perhaps in 
view of the present situation. 

Senator Nevusercer. Do you have any question, Mr. Mapes? 

Mr. Mapes. I don’t think so, sir. 

Senator Neusercer. Thank you, Mr. Smith. The statement of the 
Pacific Power & Light Co. will be printed following your remarks. 
Mr. DeLuccia’s progress report, together with the charts, also will be 
printed in full. 

(The statements are as follows :) 





STATEMENT OF PAcIFIc PoWER & LIGHT Co., PORTLAND, OREG. 





At the field hearing held in Portland on December 8, 1958, Pacific Power & 
Light Co. made a general statement of its views regarding proposed amendments 
to the Bonneville Act in order to establish a Columbia River Development Cor- 
poration. Many of the comments made at that time on the draft of bill then 
being considered are applicable equally to this latest draft, S. 1927, to establish 
a similar authoritarian-type agency under the name “Bonneville Power Corpor- 
ation.” We appreciate this opportunity to reaffirm our objection in principle to 
the idea of giving a largely autonomous Federal Corporation dominance over 
the energy supply of the Pacific Northwest and vesting in such an agency 
privileges and authority which would drive local utilities, public or private, from 
the power development field and jeopardize their very existence. 

One of the central objectives of the bill under consideration is to give the 
proposed Federal Corporation not only the authority but also the responsibility 
to become the dominant source of the region’s future supply of electric energy. 
The legal and the practical powers it would have to achieve such domination are 
readily apparent to anyone who analyzes the ways in which the Corporation 
could effectively blockade the development of hydroelectric projects by any non- 
Federal utility, who understands the implications of the Corporation’s ability to 
engage without limit or restriction in the construction and operation of steam 
or nuclear powerplants, and who is aware of the Corporation’s freedom to set 
arbitrary and discriminatory rates for the sale of its power. 

Our concern over such proposals is heightened by the fact that while the 
proposed Corporation would be given a monopoly position in the power develop- 
ment field no change is made in the discriminatory and unfair preference pro- 
visions of the present Bonneville Act, which, we are advised, would prevail over 
the general and nondefinitive words of section 3(g) of the proposed bill. The 
idea of equitable distribution of Federal power among the several States of the 
Pacific Northwest obviously deserves broad support, but to have meaning it 
must be built squarely into the act as a whole, not merely approached obliquely 
and apart from a section of existing law that is wholly at odds with the prin- 
ciples of equity. 

A further question must be raised regarding the so-called utility responsibility 
clause of the proposed bill. With the existing preference provisions of the 
Bonneville Act left intact, where would the Pacific Northwest stand if the 
proposed Corporation built the Federal intertie to California that now is under 
discussion? Would not the combination of the preference clause and the 
“utility responsibility” clause then require the Columbia River system to fulfill 
the requirements of California preference customers? This is something in- 
volving most serious implications to all citizens of the Pacific Northwest, and 
points up again the basic inequity of preference. 

In our statement last December, among other things, we pointed out that the 
then proposed Corporation would have authority to condemn any or all existing 
utility transmission lines, isolating local utilities from their own generation. 
Such authority remains in the present bill, and most obviously adds significantly 
to the bulging package of hazards that are wrapped up in this bill. None of 
the modifications that have been made from previous drafts interfere with the 
ability of the proposed Federal Corporation to achieve the same full dominance 
and control of the Pacific Northwest’s power future. 

We would like also to point out again that the region in recent years has 
been making the greatest progress in power development that has been recorded 
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in any period of its history. The combined efforts and abilities of non-Federal 
as well as existing Federal agencies have brought to the Pacific Northwest 
vast sums of development capital to provide the region with an abundant supply 
of electric energy to support its growth. 

In the past 5 years, Pacific Power & Light Co. alone has carried on $175 mil- 
lion of power facility construction, including the completion within recent 
months of 418,000 kilowatts of power generating capability. Through long-term 
power purchase contracts, the company is supporting the construction of a 
700,000-kilowatt share of power from projects under development by other 
non-Federal agencies. We have additional hydroelectric projects of our own 
proposed for construction, and are actively investigating coal resources of south- 
west Oregon and western Washington for future power generation. In the 
nuclear-energy field, we are joined with other utilities in an advanced program 
for harnessing the atom for electric power production. 

The company is responsible for the electric service requirements of 280,000 
customers in a total area of some 13,000 square miles in the States of Oregon, 
Washington, Idaho, Montana, and Wyoming. More than 32,000 of these custom- 
ers are in rural areas. The company has a payroll of 2,400 men and women, 
and its list of stockholders totals more than 39,000. 

State and local taxes paid by the company last year amounted to $5,315,000. 

To meet its many-sided responsibilities to the public, to employees, and to 
investors, the company must constantly look to and plan for the future, and 
it is with the future not only of this business enterprise but also that of the 
region in mind that we look askance at the idea of establishing a huge and 
powerful Federal Corporation to displace a tested and effective system of 
teamwork in power development. 

We urge that the Federal Corporation concept be set aside. 

Since the hydroelectric development of the Columbia has been and is the 
greatest preoccupation of the backers of this bil, it is important that the remain- 
ing hydroelectric potential yet to be developed be clearly understood. It is 
suggested in this bill, that some new financial resources be tapped for the job 
ahead. It is not generally understood that present agencies, with demonstrated 
financial abilities, have committed themselves to complete over 60 percent of the 
total hydroelectric potential of the area. The details of this, and other related 
basic considerations, were outlined in a talk “A Progress Report on the Develop- 
ment of the Potential Hydropower in the Northwest” which was given before 
the American Power Conference in Chicago on April 1, 1959, by E. Robert de 
Luccia, vice president and chief engineer of Pacific Power & Light Co. A copy 
of this talk is attached to this statement as an exhibit, which we request be 
incorporated in the record. 


A ProGrRess REPORT ON THE DEVELOPMENT OF THE POTENTIAL HYDROPOWER IN THE 
NORTHWEST, PRESENTED BEFORE THE AMERICAN POWER CONFERENCE, APRIL 1, 


1959, By E. Rospert DE Luccra, VICE PRESIDENT AND CHIEF ENGINEER, PACIFIC 
Power & LicHT Co. 


Mr. chairman, ladies, and gentlemen, it is always a pleasure to attend the 
American Power Conference, and I have done so over many years; and I greatly 
appreciate the privilege of participating in this discussion of potential hydro- 
power. 

In 1958 the Federal Power Commission published a report entitled “Hydro- 
electric Power Resources of the United States—Developed and Undeveloped— 
1957.” Although wide in scope, it does not present a picture in detail sufficient 
to show the progress of development of hydroelectric power resources, at least 
in the Pacific Northwest. 

I will present in this discussion of progress a more detailed breakdown of the 
figures making up the Federal Power Commission estimate, making only such 
changes as are necessary to bring the figures down to date as of March 1959. 
The area involved includes the Columbia River Basin in the United States and 
oa streams north of California draining the western slopes into the Pacific 

cean. 

Residents of the Pacific Northwest, and indeed the country, have heard much 
about our recurring power shortages, imminent power shortages, and threats 
of power shortages, until it is with some difficulty that they can be convinced 
that we now have ample supplies of power for all uses. 
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We invite industry to come to the Northwest—we have plenty of power and 
attractive rates, not to mention a fine climate and wonderful people. 

Power agencies in the Northwest, including private utilities and public agen- 
cies of the Northwest power pool, are now engaged in the greatest hydropower 
supply program ever undertaken in the United States. Before 1953 installed 
eapacity of about 6 million kilowatts was approximately half Federal and half 
non-Federal. Recently the construction program had about 5 million kilowatts 
under construction by non-Federal agencies and about 2.5 million kilowatts 
under contruction by the Federal Government. This is what has made the 
difference in the availability of ample supplies of power in the Northwest. 

The desirable situation with respect to ample power supply resulted when 
local agencies, public and private, were for the first time encouraged to build 
hydropower projects with the assurance that it was not the intention of the 
Federal Government to monopolize the show. 

The results are what you might expect. Cooperation has done the job; and, 
as I said before, what had been perennially a power-short situation is now one 
where we have power for expansion and more power on the way. 

One of the basic factors responsible for the success of the cooperative partner- 
ries effort is the wider applicability of sources for obtaining the necessary capital 

unds. 

The people knew that they needed more power; the Federal Government was 
made aware of this at committee meeting after committee meeting in Congress, 
until the whole matter could well have been placed on a record and sent in the 
mail each year to the Appropriations Committees, and at least conserve the 
time of a good many busy citizens. The difficulty was the fact that funds were 
coming from one source in competition with all the rest of the country for 
the multitude of services demanded from the Federal Government. The North- 
west like the other sections of the country had to take what could be allocated 
from the total tax take. Large as these sums were, they simply were insufficient. 

When the present administration announced that all should participate in 
the program, funds from other than tax sources became available. We are 
talking here of truly large sums of money—let me illustrate. 

In the west group of the Northwest power pool in 1958 there were 20 projects 
under construction, major additions to existing projects or under license, which 
will increase the area’s installed capacity by 6,060,000 kilowatts. Of this total 
2,575,000 kilowatts are in 6 Federal projects and 3,485,000 kilowatts are in 14 
private and public agency projects. The costs associated with these projects 
amount to approximately $2,300 million, of which $800 million was expended and 
$1,500 million was required to complete them. The Federal Government portion 
amounted to $1,250 million and the private and public agencies portion $1,050 
million. Of the Government’s portion $525 million had been spent, with $725 
million needed to complete the Federal projects. The private and public agencies 
spent $275 million and needed to spend $775 million more to bring their projects 
to completion. 

I do not mean by this to say that all you need to do is go and get some money. 
Far from it. It is necessary, as all of you know, to make careful investigations 
and spend large sums of money well in advance for explorations and planning. 
In the traditional American way when there is a job to be done and the means 
to do the job are not unnecessarily restricted, Americans will do the job. Call it 
free enterprise—call it capitalism—call it partnership, by whatever name you 
call it, it is the system by which American have been doing the job and getting 
it done ever since the Founding Fathers freed themselves from the shackles of 
the Central Government in London. 

When Central Government helps rather than hinders local initiative we witness 
the dramatic reversal from a power-short Northwest to one which now has ample 
power for our present needs and good plans and expectations to grow upon. We 
sincerely hope the present cooperative attitude on the part of the Central Govern- 
ment will continue, and we on our part intend to work had to continue this con- 
structive effort. 

Now what is the score? 

Figure 1* shows loads estimated to the year 2025 for the Pacific Northwest at 
about 110 million kilowatts. Maximum potential hydro is shown at 43 million 


1 The figures referred to in this text appear on pp. 148-151. 
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kilowatts, as estimated by the Federal Power Commission. The Corps of En- 
gineers estimates that of this total, about 36 million will probably be found to be 
practicable. In any event, hydropower is far from being able to carry the total 
load as the years go on. 

We are now in what may be termed a hydrobase situation. This will change 
into a transition period and ultimately become a thermal base situation, as is 
ear figure 1, which might be steam or nuclear but probably a combination 
of both. 

On figure 2 I have tried to show the score today compared with both the 
Federal Power Commission and Corps of Engineer estimates. You will note that 
existing as of March 1959, is about 9,700,000 kilowatts and that there is under 
construction an additional 5144 million kilowatts, or a total of nearly 15 million 
kilowatts. These projects have provision for future units totaling another 5 
million kilowatts. Thus, the total in hand is nearly 20 million kilowatts, or over 
46 percent of the Federal Power Commission potential and over 55 percent of the 
Army potential. It is also of interest to note that during the last 2 years hydro- 
capacity has been added at the rate of about 1 million kilowatts per year. 

Figure 3 gives us a picture of what is on the way. This consists of projects 
licensed but not yet under construction, license applications pending, preliminary 
permits granted, and applications for preliminary permits to the Federal Power 
Commission, also projects authorized by Congress. This totals over 7 million 
kilowatts which when added to the total in hand from figure 2 equals over 27 
million kilowatts, or about 63 percent of the Federal Power Commission total 
and 75 percent of the Army total. 

So you see we are getting on with the job with the major portion in hand. 

The remaining potential is shown on figure 4. Considering the Federal Power 
Commission estimate of the maximum potential, about 16 million kilowatts re- 
main. Of this amount, 7 million may not prove practicable according to the 
Corps of Engineer figures. In this remaining group, there are few really large 
projects. For example, those over 400,000 kilowatts total about 2 million kilo- 
watts and include four projects as listed on the chart. 

A summary of the foregoing is shown on figure 5 and shows for convenience 
the figures already discussed on the previous charts. 

Appended to this discussion are three tables* showing data on individual 
projects included in the foregoing estimates which, in the limited time I have 
available, I will not attempt to read. 

As I have shown, the major part of the development of the hydroresources of 
the Northwest is well in hand, and there is only a relatively small percentage, 
probably not more than 30 percent, which remains of what once seemed to be an 
inexhaustible supply of such power. Many of the projects in this remaining 30 
percent are receiving attention, and everyday there are announcements from the 
Federal Power Commission of new applications for licenses or preliminary per- 
mits. Sooner than most can realize the remaining hydroprojects will be under 
construction, and the emphasis will be on thermal electric plants. 

Nonetheless, there are those who are constantly agitating that some different 
method must be devised to develop the hydroresources of the Northwest; and 
even today, there is in Congress a bill which would set up a TVA type of au- 
thority in the Northwest. Certainly with the record as it stands today, it would 
appear that these agitators would be much more helpful and constructive if they 
would put their shoulders to the wheel and assist in developing the relatively 
small percentage of hydropotential remaining. 

The utilities in the area are not only planning with respect to the development 
of the remaining hydro, but are also looking ahead to the period when thermal 
power will be required. Our company, Pacific Power & Light Co., in cooperation 
with other companies, has been actively studying nuclear power for over 5 years. 
Recognizing that steam power is still the important available thermal source, 
Pacific Power & Light Co. is investigating coal reserves in Oregon and is actively 
planning the construction of steam plants to utilize important deposits found 
south of Coos Bay, Oreg.; and in cooperation with the Washington Water Power 
Co., has proved up over 100 million tons of coal reserves in Centralia, Wash., 
about 100 miles north of Portland, Oreg. The present is amply cared for, ana 
plans for the future are indeed bright. 


2 The tables appear on pp. 152-154. 
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FIGURE 1 


RELATIONSHIP OF HYDRO POTENTIAL 
TO LOAD ESTIMATE 
PACIFIC NORTHWEST 


FPC EST. MAX. HYDRO POTENTIAL 


CORPS OF ENGINEERS EST. PRACTICAL 
LIMIT OF HYDRO DEVELOPMENT 


1950 2000 
HYDRO BASE | TRANSITION PERIOD —— 
BASE 


” 
f= 
< 
x 
° 
2 
x 
we 
° 
D 
z 
S 
= 
= 
= 





BONNEVILLE POWER CORPORATION 
FIGuRE 2 
THE SCORE TODAY 
IN THE 
PACIFIC NORTHWEST 


POTENTIAL 


FRC. ESTIMATE OF TOTAL POSSIBLE 43,046,785 KW 


CORPS OF ENGINEERS ESTIMATE 36,000,000 KW 
OF TOTAL PROBABLE OR PRACTICAL 


WHAT WE NOW HAVE 


EXISTING - MARCH, 1959 9,680,185 KW 
FRC. REPORT JAN.1,1957 7,414,285 KW 
ADDED TO MARCH, 1959 2,265,900KW 


UNDER CONSTRUCTION MARCH, 1959 5,240,000 KW 
SUB TOTAL 14,920,185 KW 
PROVISION FOR FUTURE UNITS 5,032,800 KW 


TOTAL IN HAND 19,952,985 KW 
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Fieure 3 


WHAT IS ON THE WAY 


PROJECTS LICENSED, LICENSE 4,875,500 KW 
PENDING OR PRE. PERMITS 
GRANTED OR REQUESTED 


PROJECTS AUTHORIZED 2,514,000 KW 
FOR FEDERAL DEVELOPMENT 


TOTAL ON THE WAY 7,189,500 KW 
TOTAL IN HAND OR ON THE WAY 27142 485KW 


PERCENT OF TOTAL POSSIBLE PER F.P.C. 63% 


PERCENT OF TOTAL PROBABLE PER CORPS 15% 


FieureE 4 


REMAINING POTENTIAL 


REMAINING PER F.PC. ESTIMATE 15,904,300 KW 


PROJECTS OF 100,000 KW OR OVER T, 877,000 K\ 


INCLUDES ONLY 4 PROJECTS OF OVER 

400,000 KW, OR 4.5% OF TOTAL POTENTIAL 
HIGH ASOTIN 550,000 KW 
LOWER CANYON 808,000 KW 
CREVICE 400,900 KW 
KOOTENAI FALLS 400,000 KW 


PROJECTS LESS THAN 100,000 KW 8,027,300 KW 
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TABLE 1.—Projects existing or under active construction as of March 1959 which 
are not included in FPC total for like categories for Jan. 1, 1957 


Name Utility or agency Kilowatts 


Pt. 1— — Capacity added: 

M Pacific Power & Light Co 45, 000 
Swift No. 1..- do 204, 000 
Swift No. 2 Cowlitz County PUD 1 67, 500 
Faraday addition. -. Portland General Electric Co- 19, 200 
North Fork-- d 38, 400 
Pelton -- < do 197, 200 
Brownlee... ae 360, 400 
McNary 140, 000 
Chief Joseph. - 576, 000 
The Dalles 
Roza. 
Palisades-- 


2, 265, 900 

Pt. 2— Capacity under construction: 
Upper Baker 85, 000 
Baker (Lower) do- 55, 000 
Mapyfield Tacoma ‘City Light - 160, 000 
Cougar. - Corps of Engineers. 25, 000 
Hills Cree do 30, 000 
Ice Harbor - - we 270, 000 
John Day 11, 200, 000 
The Dalles do 546, 000 
Idaho Power Co 190, 000 
The Washington Water Power Co 336, 000 
Grant County PUD 788, 000 
do 2750, 000 
Chelan County PUD. 1775, 000 
City of Eugene 1 30, 000 


5, 240, 000 


Grand total pts. 1 and 2 7, 505, 900 


eather eeae | 


Priest Rapids 
Wanapum - 

Rocky Reach 
Beaver Marsh 


Pt. 3—Additional capacity provided for 
in projects existing or under construc- 


do 
Seattle City Light 
= Sound Power & Light Co. 


Preapest No. 2. 
Thompson Falls. 
Rock Island. 


California-Oregon Power Co. 
The Montana Power Co 


Chelan County PUD 
CUR ec scans ceean ~ 


ry 
Chief Joseph. 
The Dalles 
Anderson Ranch. 
American Falls... 


Little Falls 

Long Lake 

Nine Mile 
Monroe Station... 


Basa 


sugeeese 


1 As built Swift No. 2 has 70,000 kilowatts and Pelton has 108,000 kilowatts. John Day will have 1,304,400 
kilowatts; Rocky Reach will have 711,900 kilowatts; and city of Eugene has substituted Smith- Carmen for 
Beaver Marsh which will have a capacity of 56,000 kilowatts. 

2 Construction bids have been invited and construction is scheduled to begin September 1959. 

3 The Swift project of Pacific Power & Light Co. has provision for future capacity of 204,000 kilowatts 


which is not indicated in the FPC data. Other projects may also have provision for additional capacity 
that has not been included. 
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TABLE 2.—Projects which have been licensed, license pending, preliminary permit 
granted or requested or Federal authorization 


LICENSED, LICENSE PENDING, OR PRELIMINARY PERMIT GRANTED OR 
REQUESTED 


Utility or agency Kilowatts 


Mossyrock Tacoma City Light 
Hells Canyon Idaho Power Co 

Douglas County PUD 
Muddy. -- Pacific Power & Light Co 
Meadows. 


icicaquarnnnoeenua~ indh pic Shaspaheaaisansaealoaa 
Eden Ridge do 
Upper Sultan Snohomish County PUD 
Boundary Seattle City Light 
High Mountain Sheep Pacific Northwest Power Co 
Round Butte Portland General Electric Co 
Bald Mountain... Coos-Curry Electric Co-operative. 
Leavenworth Chelan County PUD 
Little White Salmon Skamania County PUD 
White Salmon. -| Klickitat County PUD 
Ben Franklin Washington Public Power Supply System 


AUTHORIZED PROJECTS FOR FEDERAL DEVELOPMENT 


Name Agency 


Lower Monumental 
Little Goose 

Lower Granite -_ - 
Libby 

Green Peter 


1 High Mountain Sheep and Lower Canyon in table 3 together is an alternate for Nez Perce. 


2 In addition permit requests have been made for Packwood of 18,000 kilowatts and Hoh of 46,000 kilowatts 
by Washington Public Power Supply System. There may be others not listed. 


»mMpaADIES 
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TaBLE 3.—Projects aver 100,000 kilowatts not licensed, authorized, or before the 
Federal Power Commission at this time 


Troy 
Lower Canyon 
Freedom. --....-.- 


Growler Rapids 


Pinnacle Peak do. 

Lewis Middle Fork Salmon 
Lower Scriver Scriver Creek 

Upper Bliss 
Blind Canyon_- 
Buffalo Rapids 


Glacier View. 


Quinn 

Quartz Creek 
Low Katka. 
Kootenai Falls 
Cooper Canyon 
Ramey Falls 





7, 877, 000 


Norte.—Many of the projects listed are under active study. 


Senator Nreupercer. Our next witness is Mr. James E. Murphy, 
representing Governor Aronson, of Montana. 


STATEMENT OF JAMES E. MURPHY, ON BEHALF OF GOV. J. HUGO 
ARONSON OF THE STATE OF MONTANA 


Mr. Morruy. Thank you, Mr. Chairman. I am James E. Murphy, 
a resident of Kalispell, Mont., where I practice law. I am a member 
of the Columbia Interstate Compact Commission and I appear as a 
representative of Hon. J. Hugo Aronson, Governor of the State of 
Montana, and desire to present his views to this committee on S. 1927. 

On behalf of the Governor and myself, I would like to express to 
the chairman and to the members of the committee our appreciation 
for making this time available for the presentation of the Governor’s 
statement. 

Governor Aronson was not officially notified of this hearing until 
July 9, although the proposed legislation would seriously affect the 
interests of the State of Montana. However, he has had his repre- 
sentatives appear twice before on similar proposals—once in Wash- 
ington, D.C., and once in Kalispell, Mont.—and he has been sufficiently 
interested in this to keep abreast of this legislation, so that the hearing 
fortunately came to his attention—but with only a minimum of time 
in which to prepare this testimony. In fact, I just arrived in Wash- 
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ington from Portland, where I took part in a meeting of the Colum- 
bia Interstate Compact Commission executive and legal committees. 


GOVERNOR FAVORS COMPREHENSIVE DEVELOPMENT 


In presenting this statement, I want to make clear that Governor 
Aronson favors comprehensive development of the water and power 
resources of the State of Montana and the Pacific Northwest. He has 
always—as Governor, as a legislator, and as a private citizen—sought 
to judge each project on its merits, considering all aspects and all 
possible consequences before reaching a decision. Gentlemen, I share 
the Governor’s position, and I want to reaffirm at this time the Gov- 
ernor’s and my own belief in full development based on sound justifi- 
cation and true benefits. 

However, we are unalterably opposed to S. 1927, and we desire to 
have our opposition and the reasons for that opposition made a part 
of the record of these hearings. We feel that this proposed Bonne- 
ville Power Corporation would adversely affect the State of Montana 
and the citizens of this State, and we are urging this committee to 
reject the proposal as unsound and not in the best interests of the 
people of the area. 

OBJECTIONS TO S. 1927 


Specifically, our objection and opposition to S. 1927 is based on 
these important factors: (1) This bill would adversely affect the 
sovereignty of the State of Montana and would permit a Federal 
regional corporation to dominate the water resource development 


program of the State without adequate safeguards to assure that 
Montana’s interests would be protected ; 

(2) It would encourage the nationalization of the power program 
in the Pacific Northwest and would destroy the free enterprise system 
that has provided Montana with adequate power on a sound, tax- 
paying basis; and 

(3) It would add further burden to the taxpaying citizens of Mon- 
tana and the rest of the country and would hamper the sound efforts 
of President Eisenhower and some of you in our Congress to balance 
the budget and operate on sound fiscal policies. 

Let me explain in more detail the reasons for our opposition to 
this legislation. 

Senator Nevsercer. Is it possible for you to paraphrase your state- 
ment rather than reading it in full, because it will appear in the 
hearing record in full. 

Mr. Morruy. I have tried to do that, Mr. Chairman, but I am 
faced with the proposition that I am reading this for Governor Aron- 
son and I don’t know what he would paraphrase or what he would 
not; and since the statement is only five pages long and would only 
take about 10 minutes—— 

Senator Nevusercer. I tell you the only reason I suggest that—as 
a courtesy to other witnesses and so on. This is the third time you 
have ee before this committee on this particular bill. 

I think you are aware of that. We had tried to limit this particular 
hearing to changes made in the bill rather than to the basic idea of the 
bill itself. I have looked over your previous statements in behalf 

46608—60-——11 





156 BONNEVILLE POWER CORPORATION 


of the Governor and of yourself, and they are identical in many ways 
to what you are saying now in opposition to the entire idea of the 
bill—and that is quite your privilege. 

But I had felt that perhaps what you presented to the committee 
could be confined to the changes shells in the bill rather than to the 
underlying fundamentals of it. And I felt in courtesy to other wit- 
nesses—the fact that I am supposed to appear at another hearing this 
morning also, the one which Mr. Smith mentioned—that perhaps you 
could paraphrase some of this, because it is your third appearance 
before the committee in opposition to the fundamentals of the whole 
idea. 

I have no opposition or objection to the entire statement appearing 
in the hearing record, which it will. But I just felt, in the interests 
of time, inasmuch as this is your third appearance, that perhaps you 
could paraphrase it. 

Mr. Mourpuy. I will attempt to do so to the best of my ability. 

Senator Neusercer. Thank you very much. 

Mr. Mourpny. But my ability at paraphrasing is not too good. 


§. 1927 FAILS TO PROTECT MONTANA’S INTERESTS 


S. 1927 would replace the present Bonneville Power Administra- 
tion with a Bonneville Power Corporation, which would be a Federal 
regional corporation having broad powers over Pacific Northwest 
affairs. We have noted that this bill amends previous legislation 
so that Montana will have one Director on the Corporation’s Board. 
However, the bill provides that three Directors constitute a quorum 
and that any decision of the Board may be effective if approved only 


by a 2-to-1 vote. 

This means that Montana could be deprived of any effective voice 
in matters vitally affecting the resources and the people of our State. 

We are aware that Montana is rich in water resources and the rivers 
which rise within our boundaries offer advantages that are coveted by 
the downstream States. That has been evidenced by the out-of-State 
pressure for large storage dams which would transform western Mon- 
tana into a vast inland lake for the benefit of the downstream States. 
We also are aware that we have a deep responsibility to see to it that 
Montana water is conserved and utilized for irrigation, recreation, 
and other purposes benefiting the people of Montana. 

We maintain that Montana’s sovereignty would be invaded by 
this proposed Bonneville Power Corporation and that it would be 
empowered to take steps that would be adverse to the best interests 
of our State. 

S. 1927 IS CVA UNDER ANOTHER NAME 


S. 1927 is just another one of a long series of proposals which have 
been advanced to promote and expand the valley authority idea of 
water resource development. Since 1935 there have been some 20 or 
30 pieces of legislation introduced to change the power program of 
the Pacific Northwest from one of cooperative endeavor by all quali- 
a parties to a federalized, Government-dominated valley authority 
plan. 
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I have said that Governor Aronson has followed this legislation 
closely, but that has not been easy to do because of the frequent name 
changes in these proposals.. We have seen this type of proposal 
switch from a Columbia Valley Authority to a Columbia River De- 
velopment Corporation, and now to a Bonneville Power Corporation. 
The names change frequently, but the principle and the objective 
appear to be the same. 

Governor Aronson earlier called one of these amendments a warmed- 
over CVA. We submit that this proposal is still part of the same 
loaf and that it now has become burnt toast. Lt ae 

The bill, by giving this proposed Corporation a broad policy direc- 
tive to develop and market electric power in the Pacific Northwest, 
and by giving the Corporation standing as an intervenor and pro- 
testant to any non-Federal power program that is contemplated, ap- 
pears designed to hamper and destroy the efforts of any taxpaying, 
free-enterprise agency which seeks to develop electric power in an 
orderly fashion for the benefit of the State of Montana. 

Montana through the years has been fortunate in that it has not 
been plagued by power shortages and brownouts, as have some other 
areas. The agencies that are supplying the power needs of our State 
have done an adequate job on a progressive, taxpaying basis. We 
have no need for a valley authority type agency to try to do for us 
those things which already are being well done. 

Beyond that, we are of the opinion that comprehensive water re- 
source development for the Pacific Northwest can best be carried on 
through the interstate compact approach. The compact offers each 
State an opportunity to sit down with its neighbors and work out mu- 


tually beneficial programs without loss of sovereignty and without 
losing control over its own water. 

Montana actively participates in both the Columbia and Missouri 
Basin Interagency Committees and in the Columbia Interstate Com- 
pact Commission, which is currently headed By a Montanan. We 

t 


are quite happy with this approach, plus our State water conserva- 
tion board. 


CORPORATION WOULD FURTHER BURDEN THE TAXPAYERS 


In times such as these, when everyone is concerned about excessive 
Government spending, the threat of inflation, and the problem of a 
balanced budget, it is wrong to propose another layer of Government 
which would place a further burden on the Nation’s taxpayers. 

S. 1927 would give the proposed Corporation wide latitude in ob- 
taining funds through the issuance of revenue bonds, appropriations 
from Congress, and use of its own power revenues. In other words, 
there is little or no congressional control over spending by this fed- 
erally created superagency. 

The revenue-bond feature appears to us to be especially dangerous. 
The bill would allow the corporation to issue up to $1,100,000,000 
worth of bonds. The rate of interest would be equal only to the com- 
puted average interest rate payable by the Treasury upon its total 
marketable public obligations. 

The average rate which the Corporation would pay, based on latest 
published data would be only slightly in excess of 2% percent. 
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However the Government would have to go to the public market- 
place to get the money which this Corporation would need and the 
Government now is paying from 4 to 434 percent for its money. This 
means the Treasury’s loss—which comes out of the taxpayer’s pock- 
et—would be better than 2 percent on whatever amount of money the 
Corporation decided to raise. 

We in Montana are especially tax conscious at this time, due to 
the fact that our tax climate has come in for serious study. 

We are on the threshold of great industrial development and we 
see in S. 1927 evidence of future Federal tax burden which will stifle 
development, not only in Montana and the Pacific Northwest, but 
also throughout the Nation. 


SUMMARY OF POINT 


I would like to summarize briefly some of the points on which Gov- 
ernor Aronson bases his opposition to S. 1927: 

1. This bill would create an all-powerful regional corporation with 
broad powers of regulation and control over the State’s water, thus 
depriving Montana of its sovereignty. 

2. It would encourage a grandiose program of reservoir construction 
that would turn western Montana into a vast inland lake for down- 
stream benefit, which would ruin Montana. 

3. It is merely another name and another form for the familiar 
old and discredited CVA proposal of the 1930’s and 1940's. 

4, It would hamper the successful negotiation of interstate com- 
pacts which constitute a more workable plan for comprehensive re- 
source development. 

5. It fails to give proper recognition to headwater flood prevention, 
which is superior to downstream flood control projects costing mil- 
lions of dollars of taxpayers’ money. We prefer prevention to con- 
trol, whether it be floods or fires. 

6. It cuts the State of Montana into two sections, substituting 
Federal regional control over the western portion for State-guided 
policies. The next step would obviously be Federal control over 
eastern Montana and total elimination of State policies. 

7. It adds another layer of government with inevitable further 
burden on the taxpayers of Montana, as well as taxpayers of the en- 
tire Nation. 

8. It authorizes a fiscal poliay by the Corporation that would be 
virtually free of regulation and control by the Congress and by the 
administration. 

9. It authorizes legalized looting of the foremost treasure of our 
treasure State of Montana—our water resources. 

10. For all of the reasons stated, the establishment of this proposed 
Corporation would be against the best interests of Montana and its 
citizens. 

AMENDMENTS DO NOT MAKE BILL ACCEPTABLE 


It is true that numerous amendments have been made in this legis- 
lation. However, it is Governor Aronson’s sincere belief that S. 1927 
is still not acceptable because its very principle is pointed toward the 
destruction of our American system of free enterprise and the de- 
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struction of the taxpaying enterprises now supplying the Pacific 
Northwest with electric power. 

On behalf of Governor Aronson, whose views I share, and the 
State of Montana, I want to express opposition to S. 1927 and re- 
spectfully urge this committee to reject this, or similar legislation, 
which would deprive us of our rights as citizens. 

Senator Neusercer. Thank you, Mr. Murphy. I would just like 
to ask you some brief questions. 

How do you and the Governor feel about the reservation which 
reserves for Montana the 208,000 kilowatts generated at the Hungry 
Horse site 4 

Mr. Mureny. We feel that it is a step in the right direction, but 
that it is not fair to the State of Montana. The water stored in 
Hungry Horse Reservoir, when the projects we are now building on 
the main stem of the Columbia, and between the tributaries of the 
main stem and the dam, will be enabled to produce something like a 
million additional kilowatts of power by the coordinated release of 
the waters in Hungry Horse. 

We feel that we are entitled to a fair share of the power that is 
generated downstream by our stored water. We feel that our posi- 
tion in this is strengthened by the attitude of the International Joint 
Commission and those people who are criticizing the International 
Joint Commission for not getting anything done, for they have been. 
urged to recognize that Canada has a right to those waters that are 
stored there and a right to receive power that is generated down- 
stream. We feel that if the Canadians are to be treated in this man- 
ner, then certainly we are entitled to even better treatment, since we 
are a member of the same Nation and not foreign. 

Senator Nevusercer. How would you feel, Mr. Murphy, about a 
reservation which reserved for Oregon and Washington equal por- 
tions of the at-site power generated at the John Day project, which 
is just getting under construction ? 

Mr. Morruy. We are in favor of an equitable distribution of the 
power of the Pacific Northwest. John Day is so far downstream 
that it does not affect us, but we certainly would feel that there 
should be an equitable distribution of that power. 

I don’t think that they are faced with the same problem that we 
are, because with the stored waters there, there is not the down- 
stream question that we have with the waters of Hungry Horse. 

Senator Neusercer. Thank you, Mr. Murphy. I appreciate your 
being here. 

Mr. Mourrny. Thank you, Mr. Chairman. 

Senator Neupercer. Our next witness is Mr. W. W. German, vice 
president of the Montana Power Co. of Butte. 


STATEMENT OF W. W. GERMAN, VICE PRESIDENT, THE MONTANA 
POWER CO. 


Mr. German. Thank you, Mr. Chairman. I have a very brief 
statement and if you wish I will try to paraphrase it, but I don’t 
think it will take more than 5 or 6 minutes of time. 

_Senator Nevusercer. All right; then read your complete statement, 
sir. 
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Mr. German. My name is W. W. German, and I am a 
for the Montana Power Co. with headquarters in Butte, Mont. We 
would like to present our views in opposition to Senate bill 1927 
which proposes to establish a Bonneville Power Corporation. 

To provide the committee with some factual background, I would 
like to give you some information about the Montana Power Co. 

The company is a medium-sized, investor-owned utility which sup- 
plies electricity in a 90,000 square mile area of Montana and serves 
a population of over 500,000 people. We also supply natural gas in 
the western, central, and northern areas of the State serving ap- 
proximately 255,000 people with that commodity. 

We own and operate 13 hydroelectric projects on the rivers of 
Montana, and we have one steam electric-generating station in 
Billings. : 

Our total system capability is 671,000 kilowatts, including 75,000 
kilowatts of power which we purchase under firm contracts. 

We operate 12,282 miles of electric high voltage transmission and 
distribution lines throughout Montana. We supply power at whole- 
sale to 13 REA cooperatives in Montana, serving the full requirements 
of 8 REA’s and the partial requirements of the other 5. 

Our average revenue from these co-ops is 4.9 mills per kilowatt- 
hour, which is one of the lowest REA wholesale rates of any investor- 
‘owned utility in the Nation. In addition to those REA’s we serve 
directly we wheel power for the account of the Government to six 
REA’s. 

Montana is and has been a surplus-power State. Compared with 
our total capability of 671,000 kilowatts, the company’s record peak- 
load to date is 539,000 kilowatts. 

We have always constructed our generating capacity well in ad- 
vance of the needs for power. Montana Power is an active member 
of the Northwest Power Pool and over the years has furnished large 
amounts of power to members of the pool. 

Our generating stations in Montana west of the Continental Divide 
and that is the area covered by this bill, are the Kerr Hydroelectric 
Development on the Flathead River, just below the outlet of Flathead 
Lake; Thompson Falls and Milltown plants on the Clark Fork, and 
Flint Creek plant at the foot of Georgetown Lake. An application 
has been filed with the Federal Power Commission for a new 50-year 
license at Thompson Falls, based on the company’s plan to double its 
capacity at an estimated cost of more than $8 million. 

Montana Power has always been dedicated to the following 
propositions: 

1. All power developed or obtained by it must be used first to fur- 
nish the requirements of Montana, its people, and its industries. 

2. It is the responsibility of Montana Power to have sufficient power 
to meet those requirements. To that end, active planning is now 
underway for new generating facilities in addition to the proposed 
increase in the capacity at Thompson Falls. 

We carry forward a 20-year plan, modifying it from time to time as 
conditions warrant, and that plan proposes the generation of what- 
ever power is necessary for our portion of Montana to be constructed 
by the Montana Power Co., whether it be thermal generation or 
hydrogeneration. 
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3. Montana Power feels that it has an obligation to support what is 
good for Montana and to oppose what is bad for Montana. It is our 
conviction that S. 1927 is bad for Montana. We therefore oppose it. 


DANGERS IN 8. 1927 


Specifically our opposition to S. 1927 is based on the following 
factors : 

1. It would permit the proposed Bonneville Corporation to dictate 
the development of our Montana water resources. 

2. It would interfere with orderly private development of power 
sources and could result in diverting power generated in Montana to 
other parts of the Northwest or even Canada to the detriment of 
Montana. 

8. It could destroy a part of the tax base for western Montana 
countries and would create additional tax burdens for Montana citi- 
zens by expanding tax-free Government power. 

4. it would remove from Congress control over the financing and 
location of power projects in the Northwest. 


8. 1927 GIVES NO EFFECTIVE REPRESENTATION TO MONTANA 


The bill amends the existing Bonneville Act of 1937 to provide a 
Federal corporation with tremendous power over the Northwest. 
While Montana will have one director, a quorum of three directors 
can transact business so that any other State having two directors 
might force actions detrimental to Montana. 

Also, since power development seems to be paramount in the bill, 


concurrent reclamation benefits might be ignored or given little 
weight. 

Operation of the watersheds of western Montana would be under the 
control of the Corporation and such operation could be subordinated 
to other sections of the Northwest and even Canada, to the injury of 
Montana and her citizens. 


CORPORATION COULD INTERFERE WITH ORDERLY PRIVATE DEVELOPMENT OF 
POWER WITHIN THE STATE 


The provision in this bill directing the Corporation to develop and 
market electric power “so as to enable it to supply the net wholesale 
electric power needs of all distributors or consumers within the Pa- 
cific Northwest who desire and are willing to enter into contracts to 
purchase such power from the Corporation” results in such a broad 
directive that other suppliers could be forced out of business entirely. 

The Corporation can go ahead and build steamplants entirely on 
their own authority could — all the hydrosites not now de- 
— and by taking over the transmission lines from existing plants 
could force those sources of power into the hands of the Corporation 
for their use. 

In the case of Montana Power, may I emphasize once more that we 
have always taken care of our portion of Montana; we have never had 
a brownout due to inadequate power development; we have consist- 
ently had a surplus while Washington and Oregon from time to time 
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had a scarcity, and we have exported power to the Northwest when 
they were in difficulties. 

o do this, we have planned in advance to keep generating capabil- 
ity comfortably ahead of demand. 

During the next 20 years, we have a planned development to take 
care of our customers who could be jeopardized if this bill became 
law. In that time, we plan to add approximately half a million kilo- 
watts of additional generating capacity. 

With the broad directive this bill gives to the Corporation for 
utility responsibility, it is entirely possible that the planned develop- 
ments by Montana Power could be blocked and our customers forced 
to rely on Corporation power. 

Likewise, there is little assurance that power developed by the 
Corporation in Montana would remain here to develop the State and 
benefit its citizens. 

The provision that there “will be no unreasonable geographic con- 
centration” of power is not sufficient protection against allocations of 
power developed in western Montana to Washington or even British 
Columbia. 

I sat here yesterday and I heard several definitions or suggested 
allocation formulas, and I think I would like to explain to you what 
our principle is. 

I halter that the power developed at site in a project should be 
allocated to the State in which the facility is located plus the fact that 
some reasonable share of the power developed downstream from the 
waters originating in that State or stored within that State should 
likewise be allocated to the State. 

I agree with Mr. Murphy and his comments, the fact that the 
people would have to pay the difference between 2.5 percent and 
what the Government would have to pay. 

The method of financing the Corporation would pile additional 
tax burdens on the people. The Corporation would pay approxi- 
mately 2.5 percent for its money while the Government would have 
to pay 4 to 5 percent. The difference again will have to be raised 
by the taxpayer. 

The limitation of bond issues to $1,100 million in use at any one 
time represents a huge sum of money that can be spent without su- 
pervision or control by Congress. 

The operation of this Corporation may result in the displacement 
of the Montana Power Co. in western Montana and the consequent 
substitution of tax-supported installations instead of taxpaying in- 
stallations. 

The effect on these western counties could be extremely serious. In 
Lake County, for example, where the Montana Power Co. owns and 
operates the Kerr hydroelectric project, approximately 25 percent of 
all the property taxes were paid by Montana Power in 1958. These 
taxes were sufficient to pay all of the county costs of operating the 
eight principal county offices—commissioners, clerk, treasurer, asses- 
sor, district court, sheriff, attorney, and school superintendent—and 
the county and school district share of educating 44 percent of all 
elementary and secondary school children in the county. Removal 
of this support from the county could be catastrophic. 
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S. 1927 preempts from Congress authority to determine location 
and construction of future power projects. 

If this bill is passed, all future power development in the Northwest 
is effectively divorced from congressional control. Three members 
of the Board of Directors could disburse huge sums of money, could 
allocate development geographically, could sell, purchase, or exchange 
power or regulate water as between States, and probably internation- 
ally, without check or hindrance by Congress. 

We submit this is dangerous and not in the best interests of any of 
the States in the Northwest. 


CONCLUSION 


It is apparent that S. 1927 carries many dangers to the people of 
the Northwest, and particularly to the citizens of Montana: 

1. It sets up an autocratic valley Authority with control over water 
and regulation of power irrespective of the States’ inherent right 
of determination. 

2. It permits complete dislocation of an orderly private power de- 
velopment and might result in diversion of power developed in the 
State to other sections of the Northwest. Nothing in this bill assures 
Montana of a fair share of even the power developed at site in 
Montana. 

3. It could destroy existing tax bases and substitute therefor addi- 
tional layers of taxation on the remaining taxable property and the 
remaining taxpayers. 

4. It removes effective congressional control over disbursement of 
huge sums of money and nullifies congressional control of project 
construction and operation. 

Because of these dangers, I respectfully urge that S. 1927 be given 
an unfavorable report by this committee and that it be rejected by 
the Congress. 

Thank you, sir. 

Senator Neuspercer. Thank you, Mr. German. I appreciate your 
being here. 

We have received a statement from the Portland General Electric 
Co. over the signature of Thomas Delzell, chairman of the board. 
We also received a statement from Associated Oregon Industries. 

Both of these groups have their headquarters in Portland, Oreg., 
and I would like to have them appear in full in the hearing record. 

(The statements referred to follow :) 


STATEMENT OF THOMAS W. DELZELL, CHAIRMAN OF THE BOARD AND CHIEF 
EXECUTIVE OFFICER, PORTLAND GENERAL ELEctTRIC Co. 


Portland General Electric Co. submitted testimony during previous hearings 
before this committee covering legislation designed to establish in the Pacific 
Northwest various forms of a Federal Corporation with extensive authority to 
finance and construct electric powerplants in the Pacific Northwest States. In 
May 1958 testimony was presented to this committee covering S. 3114 (85th 
Cong., 2d sess.), and in December 1958 testimony was presented to this com- 
mittee at a hearing in Portland, Oreg., covering a modified version of that bill. 

In order that the continuity of our position may definitely be established, we 
are attaching copies of these respective statements and copies of a portion of 
Mr. Delzell’s testimony with reference to S. 3114 as it appears in the printed 
record of the hearing before a subcommittee of the Committee on Public Works, 
U.S. Senate, 85th Congress, 2d session, on S. 2206, a bill to amend the Bonneville 
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Project Act, and S. 3114, a bill to amend the Bonneville Project Act in order 
to establish the Columbia River Development Corporation, May 21, 22, 23 and 
June 5, 1958, pages 463 through 478. 

Because much of the undersigned’s testimony with respect to S. 2206 has a 
distinct bearing upon the objectives sought in S. 1927, the attention of the 
committee is respectfully directed to this testimony which appears on pages 
425 through 457 of the above-mentioned printed record of the hearing. 

The presently proposed legislation, S. 1927, is a modification of the two bills 
previously mentioned. Portland General Electric Co. opposed earlier versions 
of this proposal, and that position is maintained. The modifications which 
appear in S. 1927 do not alter the basic defects of the bill. 

The proposed Federal Corporation which would be established by this bill 
would assume the power marketing authority now granted to the Bonneville 
Power Administration and, in addition, would be vested with authority to spend 
public funds, to establish power rates, conditions of service, allocation of costs, 
and many other functions which are currently held by other Federal agencies 
and the Congress of the United States. This Corporation would receive its 
funds, not through the usual appropriative process with its checks and balances 
and supervisory control of Congress, but through the method of selling its obliga- 
tions to the U.S. Treasury and thereby circumventing the usual fiscal control. 
This was the subject of justifiable criticism by the principal financial officer of 
Congress, the Comptroller General of the United States, in a letter written to this 
subcommittee in March of 1958. This method of financing was also criticized 
by the Comptroller General of the United States in a letter dated June 6, 1958, 
to the Honorable Francis Case, U.S. Senator, in which detailed statistics were 
given of the transaction relating to authorizations to expend from public debt 
receipts. As of May 31, 1958, this indirect method of acquiring funds for 
expenditures amounted to a net balance of $21,611,645,673. Under the pro- 
visions of the bill to create the Bonneville Power Corporation, the same method 
would be used, although the proposed legislation requires that it should not 
be included in the statement of the public debt. This method would enable the 
Corporation to use money collected from the taxpayers without appropriation 
or fiscal supervision by Congress as the representative of the taxpayers. 

The basic objections which this company has to S. 1927 have not changed 
from those which we stated during previous hearings. The Federal Corpora- 
tion proposed in this bill would have the authority to exercise virtually absolute 
control over the several electric utility systems in the Pacific Northwest. It 
would be a supergovernmental agency with unprecedented authoritarian powers. 
The alarming point is that this Corporation, even with its unlimited authority, 
could render no service to the public over and above that which is already 
rendered by existing agencies. 

In this statement Portland General Electric will concern itself with only two 
new ideas which are contained in this bill. We respectfully request the oppor- 
tunity, however, to file additional statements covering the bill in detail at a 
later date. 

In public statements concerning S. 1927, its sponsors emphasized that the two 
major changes which are encompassed in S. 1927 are: (1) The establishment 
of a public utility responsibility clause and (2) the definition of congressional 
policy regarding allocations or distribution of federally generated electric 
power. 

The committee’s attention is drawn to sections 3(b) and 3(g) on pages 10 
and 14 of the printed bill amending section 2 of the Bonneville Project Act. 
Section 3(b) reads in part as follows: “The Corporation may provide to the 
constructing agencies, on schedules mutually agreed upon, funds for the capital 
costs of such authorized Federal water resource development facilities in the 
Pacific Northwest (whether or not allocable to power if such facilities are neces- 
sary for the operation of the project for the production of power at that or 
any other project) as the Corporation deems to be necessary or desirable to 
enable it to meet electric power demands for all uses to maintain an expanding 
economy or otherwise improve the general welfare throughout the Pacific North- 
west.” Section 3(g) reads in part as follows: “The Corporation is authorized 
and directed to schedule end construct or arrange for the construction of 
generating and transmission facilities or to purchase and exchange electric power 
so as to enable it to supply the net wholesale electric power needs of all distrib- 
utors or consumers within the Pacific Northwest who desire and are willing 
to enter into contracts to purchase such power from the Corporation.” These 
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features of the bill are described as “plowing new ground.” With this comment 
we are in absolute agreement. This is a serious departure from our traditional 
concept of the responsibility of the Federal Government. 

Enactment of this legislation would establish a precedent harmful to the 
highly successful economic system upon which this country is based. It would 
decleare as law the proposition that the Government has a moral and legal 
responsibility to enter into the field of manufacturing a basic commodity—in 
spite of the fact that this commodity is being supplied in plentiful amounts 
by nongovernmental units in our economic system. It is obvious that if, as this 
pill proposes, the U.S. Government has the responsibility to build powerplants 
and to serve as a public utility bound by law to provide electric service to 
residents of the Pacific Northwest, then it is equally bound to provide such 
service to all other States in the United States. It seems readily apparent also 
that if the United States has a “utility responsibility” in the field of electric 
energy, it has equal responsibility to harvest timber, pump oil, mine iron ore, and 
to provide the entire population of the United States with their “net require- 
ments” for these products in both their raw and finished forms. 

It seems doubtful indeed that the Congress of the United States would embark 
upon a program so obviously incompatible with the American economic system. 
But in the unlikely event that this should occur, there is considerable doubt 
that it could be valid and effective. The term “utility responsibility” in its 
legal sense means that a public service corporation such as Portland General 
Electric Co. is bound by law to provide electric service. In the case of this 
bill, it is impossible to give the Bonneville Power Corporation utility respon- 
sibility since it is dependent on Congress for authorization of hydroelectric proj- 
ects and for appropriations of funds for the nonpower features of such projects, 
In addition, after the corporation has exhausted its $1.1 billion bonding power, 
it will need additional authorization which can come only from Congress. This 
Congress cannot bind future Congresses to take affirmative action on any of 
these matters. 

The other feature of the current bill described as new is also contained in 
section 3(g), page 14, lines 19 through 25. This is a declaration that it is the 
policy of Congress that electric power be distributed equitably throughout the 
States of the Pacific Northwest so that there will be no unreasonable geographic 
concentration thereof. This language is salutary in one respect, and that is 
that it recognizes the fact that current marketing policies of Federal power 
agencies are unfair and discriminatory and give rise to “undue geographic 
concentrations of power.” However, the language of this bill does not remedy 
the situation. 

As this company has pointed out before, the present Federal marketing policy, 
as carried out under terms of the Bonneville Act, will result in the granting of 
77 percent of the production of Federal Pacific Northwest plants to the State 
of Washington. Oregon will receive only such Federal power as is now sold to 
Bonneville’s industrial consumers on a long-term basis and power used by 
Oregon’s preference agencies (municipalities, People’s Utility Districts, and 
cooperatives) who, in the aggregate, serve only 15 percent of Oregon’s total 
electric consumers. It appears that Idaho will receive even smaller percentages 
of Federal power for its various preference agencies. Montana will fare some- 
what better, due to a geographic allocation of power to that State arising from 
the construction of Hungry Horse project. Nevertheless, Oregon, Idaho, and 
Montana contribute significantly to the source of this Federal energy and, in 
fact, significant amounts of the total Federal energy generated come from 
plants situated in Oregon and Montana. Furthermore, and although the citizens 
of these three States contribute to the support of the Federal Government and 
the financing of the Federal projects through the payment of their income and 
other Federal taxes, they will be denied all but token use of the electric energy 
which they have helped to create, simply because, after numerous elections 
(particularly in Oregon), they have expressed a preference to secure their 
service from private electric utilities. 

S. 1927 attempts to correct that situation by defining, as noted above, the 
marketing policies of Congress. However, S. 1927 contains in full the preference 
clauses of the Bonneville Project Act. There is serious legal question as to 
whether the proposed Bonneville Power Corporation could follow the general 
statement of congressional policy enunciated in section 3(g) of the bill, or 
whether it would be bound by the specific and mandatory provisions of the 
preference clauses. We are advised that the courts would likely have to deter- 
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mine which of these diametrically opposed directives would be paramount. 
We recognize that this section has been drawn in a sincere effort to remedy 
the situation which presently exists; but it specifically falls short of its goal 
and is included in a general bill which is unecessary. 

Despite what we consider to be the sincere efforts of the author, an additional 
shortcoming in the bill is evident in section 3(g) which, in effect, declares it 
to be the policy of Government to distribute “electric power” equitably through- 
out the States, etc. Presumably, this is meant to establish an equitable distribu- 
tion of federally generated power; but it is evident that such Federal power 
could continue to be concentrated in the State of Washington if the State of 
Oregon, Idaho, or Montana had ample supplies from non-Federal sources. 

Portland General Electric Co. believes that the single most important problem 
insofar as Federal electric power in the Northwest is concerned is the problem 
of equitable distribution of such energy. This problem can be solved by a 
relatively simple legislative act for which there is much precedent. This act 
would amend and clarify the preference clauses in the Bonneville Project Act, 
so as more definitely to reestablish its original objectives which were to assure 
a maximum number of citizens use of the Federal power over as wide a geo- 
graphic area as was feasible. Specifically, the legislative act we propose could 
and should provide that the Federal energy be marketed on a fair and equitable 
basis among the Pacific Northwest States. This would involve allocations to 
the respective States which could be made by the Federal Power Commission, 
the Secretary of the Interior, or such other appropriate agency as the Congress 
would designate. 

Although we consider it unjust, we recognize preference as a political fact of 
life and recognize further that its repeal is unlikely. We suggest, therefore, 
that in order to make acceptable such amendatory language as we have proposed 
above there be included an additional proviso that preference shall apply within 
the States. Thus, for example, Oregon would be assured a certain percentage 
of the Federal power available for sale in the Columbia Basin and the preference 
agencies within the State would have first call on that power. 

The argument for this bill is generally described as a need for a better power 
development program. The facts and the records do not support this argument. 
The electric power development program which has been underway in the 
Pacific Northwest for 30 years has provided this region with more hydroelectric 
energy per capita than anywhere else in the world. The average annual resi- 
dential consumption of electric energy by the citizens of Oregon is greater than 
in any other State of the Union, including the public power States of Washing- 
ton and Nebraska and the States served by the Tennessee Valley Authority. It 
appears from reliable industry statistics that of the five States ranking highest 
in terms of the use of electric energy by residential consumers, four are in the 
Pacific Northwest. The industrial rates in the Pacific Northwest are as low as, 
or lower than, any area in the United States. There is currently underway in 
the Pacific Northwest the greatest hydroelectric construction program ever un- 
dertaken in any one region in the world. This program is being carried out 
basically by three groups; namely, investor-owned private utilities, the Federal 
Government with respect to its multipurpose flood control, navigation, and recla- 
mation projects, and the local public agencies—particularly by municipal owner- 
ship cities and by public utility districts. It is intereting to observe that at 
least three of the large projects are being built by public utility districts in the 
State of Washington, which in turn have been able to finance these projects 
primarily because of the long-term power purchase commitments of private 
utilities and industry. 

There is in operation in the Pacific Northwest a highly coordinated, purely 
voluntary power pool which, through interconnections and diversities in load 
and time, has the effect of adding 1 million kilowatts to the resources of the 
pool without any further investment in generating facilities. 

In connection with the large Federal multipurpose projects which have been 
constructed and are being constructed, this company and other Pacific North- 
west private utilities have a long record of supporting the necessary appropri- 
ations for such projects. As recently as this spring, such utilities presented 
to Congress a strong statement urging appropriations for the construction of 
several major multipurpose dams by the Corps of Bngineers; and appropria- 
tions as well for the Bonneville Power Administration which would enable it 
to integrate these plants with its system and the Pacific Northwest Power Pool. 
In view of the past record of congressional appropriations, we have every reason 
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to believe that funds will be made available from time to time as needed to 
construct such multipurpose projects as fall within the legitimate scope of 
Federal activity. For this reason also, we see no need for the enactment of 
S. 1927 which, as we have pointed out, provides for financing procedures not 
subject to the checks and balances which have prevailed in this Nation since 
it was founded. 

In conclusion, we consider it unwise and unsound to abandon the program 
which has been as effective as the one which we enjoy. We urge that the com- 
mittee reject S. 1927. 


STATEMENT OF THE ASSOCIATED OREGON INDUSTRIES 


PorTLAND, OrEG., July 14, 1959. 
Senator RicHarp L. NEUBERGER, 


Senate Office Building, 
Washington, D.C. 


Deak Dick: It is desired that the contents of this letter be made a part of 
the record of the Public Works Subcommittee hearing to be conducted under 
your chairmanship and scheduled to be held in Washington July 15-16 on 
Senate bill 1927 proposing to establish the Bonneville Power Corporation. 

For reference we call attention to the statement submitted December 8, 1958, 
by Ralph S. Wittenberg acting in behalf of Associated Oregon Industries, at 
the hearing conducted in Portland on that date by the Committee on Public 
Works of the U.S. Senate for the purpose of hearing comment upon an earlier 
draft of this same legislation (S. 3114, 85th Cong.). Our statement took spe- 
cific exception to a number of provisions which we deemed to be flaws in the 
proposed act, and which we note in some cases are modified by the language 
of S. 1927 in a manner which overcomes some of our earlier objections—in 
particular those which had to do with the weakness of the corporation’s board 
of directors, the contrasting unlimited authority vested in the general manager 
of the corporation, the lack of restriction upon diversion of waters to other 
regions, conflicting language in respect to State’s rights versus those of the 
Federal Government, and corporate powers of condemnation. 

However, it does not appear that other provisions to which this organization 
took specific exception have been changed by S. 1927. These concern the powers 
of ratemaking without reference to the Federal Power Commission, inability 
to enforce local viewpoints via the Advisory Council, and the inequity of the 
preference clause. Those portions of our previous statement dealing with these 
points are reiterated as objections to the bill in its newer form. 

We desire to emphasize, of course, that any item-by-item effort to correct 
specific provisions cannot meet our broad objections to this type of legislation. 
We have commented specifically only in order to mitigate the fundamental evil 
of a regional authority in the event of the bill’s passage. We have not altered 
our previously stated conviction that it is a bad bill, inimical to the interests 
of Oregon industry and Oregon economic welfare. 

As we stated at the Portland hearing, there has been a failure on the part 
of the legislation’s proponents to demonstrate any substantial necessity for a 
Federal corporation to be superimposed upon the existing Federal and non- 
Federal agencies supplying hydroelectricity to this region, particularly in a 
time of recordbreaking dam construction and abundance of power supply. An 
effort to pass legislation of this kind, rather than producing the benefits its 
proponents expect, can only stir up conflict and controversy operating to hamper 
development of our economy and tending to destroy the healthfulness of a busi- 
ness climate which, as an organization, we are doing our utmost to preserve. 

Respectfully, 
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L. L. Stewart, President. 
Mr. Nevpercer. The next witness is Mr. Leonard Pasek, vice 
chairman, National Association of Manufacturers Committee on Con- 
servation and Management of Natural Resources. 
I would just like to point out you have a very comprehensive state- 
ment here which I shall be glad to order to appear in the hearing rec- 


ord in full, and I hope you can accommodate our time by paraphras- 
ing it as briefly as possible. 
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STATEMENT OF LEONARD E. PASEK, VICE CHAIRMAN, CONSERVA- 
TION AND MANAGEMENT OF NATURAL RESOURCES COMMITTEE 
OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Pasex. It will be rather difficult for me to paraphrase very 
much, Mr. Chairman. I would like to remind the committee that 
neither personally as a representative for the company for which I 
work or the organization for which I work have I ever appeared be- 
fore this committee on this subject before, and we have given this 
gree, eady and would like to make as many of these points as 
possible. 

Senator Nrevupercer. I would like to say this though, Mr. Pasek, 
and I think this is obvious to you. This is a committee of 15 mem- 
bers. There is only one Senator here this morning. It is obvious 
therefore that any effect that you are going to have is through the 
hearing record. 

Mr. Pasex. Yes. 

Senator Neusercer. Some of the people here have planes to catch, 
others have other committees to attend, and it would seem to me a 
reasonable thing on your part if you could paraphrase it briefly, be- 
cause it is obvious when there are 14 Senators not present, we are 
going to arrive at a decision on this bill either favorably or adversely, 
it seems to me that it would be reasonable cooperation for you to 
paraphrase it, because whatever effect you are going to have on those 
Senators, who obviously will determine the decision of the committee 
is going to be through the hearing record. 

Mr. Pasex. I am aware of that. I certainly do not wish to incur 
the displeasure of the chairman. I have not marked this for para- 
phrasing. I will do the best I possibly can. 

Senator Neusercer. Thank you. 

Mr. Pasex. My name is Leonard E. Pasek. I am assistant to presi- 
dent of the Kimberly-Clark Corp., Neenah, Wis. I am appearing 
in my capacity as vice chairman of the Conservation and Manage- 
ment of Natural Resources Committee of the National Association of 
Manufacturers, a voluntary association of some 20,000 business en- 
terprises which produce approximately three fourths of the Nation’s 
manufactured goods. 

More than 83 percent of our members employ fewer than 500 per- 
sons and thus fail within a commonly accepted definition of small 
business. We are keenly interested in promoting sound economic and 
governmental principles without regard to partisan political 
considerations. 

As manufacturers, our members consume tremendous quantities of 
electrical energy. We are, therefore, greatly concerned with the 
optimum development of the energy resources of the Nation. We 
believe that such resources should be developed in a manner that will 
give impetus to an expanding economy and provide an abundance 
of available energy supplies at the lowest possible price consistent 
with fairness to investors and employees. 

This manner of development should lend incentive to future invest- 
ment of private capital in electric-generating installations and should 
not discourage or shrivel up the flow of this vitally important invest- 
ment capital into these productive channels. 
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We believe that the committee should analyze the proposal to create 
a Bonneville Power Corporation as proposed in S. 1927, from the 
standpoint of three considerations : . 

1. What principles should govern electric power development in 
this country ¢ 

2. What is the proper relationship in the economic field between the 
Federal Government and the citizens of this country ? 

3. Is this proposal to create a Federal Government corporation con- 
sistant with the principles of our representative form of Government. 


ELECTRIC POWER DEVELOPMENT 


The first observation that should be made in connection with elec- 
tric power development is that investor-owned private enterprise elec- 
tric power developments cause no drain upon the public treasury, are 
subject to taxation, and are under effective government regulation. 

On the other hand, Government-owned electric power developments 
require outlays from the public treasury, are not subject to taxation, 
and may be exempt from the jurisdiction of the regulatory agency 
that guides the conduct of investor-owned electric companies. The 
net effect of a Government-owned electric power development is to 
narrow the tax base of the Federal corporate income tax and provide 
income-tax-free electricity to its consumers at the expense of non- 
consumers. 

In examining the bill we find it threaded with expressions that in- 
dicate intent to put the Federal Government full force into the electric 
utility business. 

For example the opening phrase of the present Bonneville Project 
Act now states: 


For the purpose of improving navigation on the Columbia River, and for 
other purposes incidental thereto * * * 


This would be altered to declare: 


* * * for the purposes of facilitating the orderly, timely, and efficient develop- 
ment of the electric power aspects of the water resources of the Pacific North- 
west on a self-sustaining businesslike basis * * * 

This desire for an overt entry by the Federal Government into the 
electric utility business is also expressed in the sentence that would 
be added to section 1, stating that— 

It is the further policy of Congress that one of the equal purposes for which the 
Federal Government should participate in comprehensive multiple-purpose 
water resource development is the development of electric power * * *. 

This of course expresses a revolutionary change in the historic 
approach to Federal water resource projects whereby generation and 
disposal of electric energy was not a purpose of such projects but 
was authorized as an incidental function to avoid the waste of water- 
power and recover part of the cost of the project. 

This bill now constitutes open advocacy of nationalization of the 
production of electricity throughout a wide area of our country. 

We find it impossible to reconcile such a proposition with the fact 
that the Constitution for the United States of America empowers 
the Congress to “regulate Commerce * * * among the several states” 


| does not empower the Congress to engage in commerce among the 
tates. 
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The two functions are mutually exclusive. 


The nature of the proposal is not changed by the fact that the new 
sentence goes on to say— 


as a means of increasing national productive capacity, promoting the general 
welfare, strengthening the national defense, and assisting the economic feasibility 
of navigation, flood control, and irrigation developments in the Pacific 


Northwest. 

It should be kept in mind that, in order to promote the general 
welfare, the people of the United States established a Government 
of specifically delegated powers, with all powers not delegated being 
reserved. 

We believe this to be the true intent and meaning of the “general 
welfare” reference in the preamble of the Constitution. The creation 
of a Federal corporation with a commercial mission is not essential 
to the achievement of any of the recited objectives. Acceptance by 
the Congress of such a premise would constitute a denial of faith in 
our established economic system. 

The Bonneville Power Corporation’s activities in connection with 
the generation, transmission, and selling of electric energy would 
not be limited to Federal water resource projects. 

A new section 2(c) provides that the Corporation may construct, 
acquire (but not by condemnation), improve, operate, and maintain 
“thermal or nuclear powered facilities for the generation of electric 
power. 

This opens the door to unlimited expansion by the Federal Govern- 
ment into ownership and operation of productive facilities mom wept 
independent of the exercise of any governmental responsibility or 
any authority delegated to the Federal Government by the Con- 
stitution. 

The construction, acquisition, or operation of thermal or nuclear 
powered facilities would be limited to facilities “which shall have 
been included in the Corporation’s budget program approved by the 
Congress.” 

There does not seem to be any similar provision applicable to other 
capital expenditures by the Corporation. Even this provision includes 
the statement “except upon the express order of the President in time 
of war or national emergency.” 

Although it is reassuring to note that there is no intention to abdi- 
cate the legislative responsibility of granting prior approval at least 
as to construction programs for thermal and nuclear powered facili- 
ties, the use of the phrase “national emergency” leaves a wide area 
of doubt. 

Is the reference to a national emergency declared by the President 
or a national emergency declared by the Congress? 

It should be remembered that President Truman declared a national 
emergency almost 9 years ago. In this light, the requirement of prior 
congressional approval may be somewhat illusory. 

The bill contemplates that the Corporation would cause a drain 
on the Public Treasury of at least $1.1 billion which is the amount 
of bonds the Secretary of the Treasury would be compelled to buy 
from the Corporation under the new section 11(c). 

By contrast the financing of private enterprise electric power de- 
velopments would come from the funds of private investors and 
would not cause one red cent to be drawn from the Treasury. 
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It would be a great contribution to the cause of Government economy 
and control of excessive spending if the Congress were to abandon 
the practice of authorizing Federal agencies to borrow from the 
U.S. Treaury. 

Authorizations for such “public debt transactions” have totaled 
$48.3 billion in the 13 fiscal years 1946-58 inclusive, and $14.5 billion 
in the four fiscal years 1955-58, inclusive. 

This practice, coupled with a practice of canceling or forgiving 
agency indebtedness, has bypassed the annual review and scrutiny 
provided by the appropriations procedure and opened up a back-door 
approach to the Treasury which encourages lack of restraint in gov- 
ernmental spending. 

We strongly urge the Congress to abandon these practices. 

The new section 11(c) would give the Corporation a source of 
Treasury funds for the construction of steam-powered electric gen- 
erating plants independent of the Appropriations Committees of 
Congress. 

In fact, the provision must be regarded as an appropriation since 
it authorizes withdrawal of money from the Treasury, and article I, 
section 9 of the Constitution commands that— 


No money shall be drawn from the Treasury, but in consequence of appropria- 
tions made by law. 

Since section 11(c) is thus an appropriation improperly contained 
in an authorization bill, we feel that American taxpayers are entitled 
to have this proposal scrutinized by the Appropriations Committee, 
and we would hope that, if the bill should reach the floor of the Senate 
in its present form, a Member of the Senate would raise a point of 


order. 

In further connection with the subject of fiscal management, it 
should be noted that section 11 would be amended to eliminate the 
present provision that— 
all receipts from transmission and sale of electric energy generated at the 
Bonneville project shall be covered into the Treasury of the United States * * *. 

Instead all cash reecipts of the Corporation would be paid into a 
Bonneville Power Corporation operating fund to be established in 
the Treasury of the United States, out of which expenditures could 
be made, in addition to other purposes, for capital costs of expanding 
the Corporation’s power system, including funds advanced to other 
agencies, and costs of acquisition, construction, improvement, and 
replacement of equipment, facilities or other properties. 

The net effect of such an amendment would be to make power 
revenues available for capital expenditures without going through 
the appropriations process, despite the advice of the Comptroller 
General of the United States that the Congress can best control 
capital expenditures by appropriations. 

This freedom to use power revenues for construction of facilities 
and acquisition of properties intensifies the danger of nationalization 
of the electric industry and other basic industries inherent in this bill. 

It should be noted that both section 5 and section 6 would be 
amended by this bill to eliminate the present requirement that rates 
and charges for electric energy be subject to the confirmation and 
approval thereof by the Federal Power Commission. 

46608—60——12 
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The role of the Federal Power Commission in the allocation of 
costs would also be eliminated by the amendment of section 7 so as to 
delete the provision that— 

Rates schedules shall be based upon an allocation of costs made by the 
Federal Power Commission. 

Henceforth, the allocation of costs would be made by the selling 
agency itself. Costs would be allocated to— 

(1) generation, transmission, and disposition of electric power ; (2) reclamation; 
(3) domestic, municipal, or industrial water supply; (4) flood control; (5) navi- 


gation; (6) preservation and propagation of fish and wildlife; (7) recreation 
development; (8) pollution control or abatement. 


Also, costs would— 


be allocated among such purposes so as to achieve an equitable sharing of the 
savings of multiple-purpose construction. 

In addition to the difficulty of allocating costs among eight varie- 
gated categories, it also appears that the costs allocable to certain 
categories would depend on intangible values and unascertainable 
eon which would make definitive evaluation extremely imprac- 
ticable. 

Consequently, there is a great probability that insufficient cost 
would be allocated to generation of electric power and rate schedules 
would be artificially Teneved at the expense of nonusers of BPC 

ower. 

" There can be no justification for transferring the functions of cost 
allocation and rates schedules approval from the regulatory body 
which has been doing the job to an independent Federal corporation 
which is itself the selling party. 

Further this bill would tie the hands of Congress in passing upon 
final cost allocation reports, since the new section 6(d) would provide 
that the only way the Congress could disapprove such final cost 
allocation reports would be by passage by the two Houses, within a 
period of 90 calendar days of continuous session of the Congress 
following the date on which a report is transmitted to it, a concur- 
rent resolution stating in substance that the Congress does not favor 
the report. This would appear to be an abdication of legislative 
responsibility. 

ur examination of the bill confirms our original observation that 
Government-owned electric power developments cause a drain on the 
public treasury, are exempt from taxation and are not subject to 
effective regulation. 

Because of these considerations, we advocate that, when the gene- 
ration of electric power is economically sound and necessary to bring 
about the full utilization of all resources in multipurpose develop- 
ments and where its value as an incidental byproduct will contribute 
to the repayment of governmental funds for other beneficial uses 
which are clearly within the area of Government responsibility (such 
as navigation, national defense and in some cases flood control and 
reclamation), the governmental investment in power-generating facil- 
ities should be kept to a minimum by having investor capital finance 
such power facilities to the full extent of existing willingness and 
capability. 
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It is our view that the production, transmission and distribution 
of electricity is in no sense a responsibility of the Federal Govern- 
ment, whereas electric power developments by investor-owned electric 
companies are in keeping with the principles of the free enterprise 
system. 

” Claneoquentl we believe that investor-owned electric companies 
should not only be permitted, but should be invited and encouraged 
to construct all the facilities for the production, transmission and dis- 
tribution of electricity wherever and whenever they are ready, able 
and willing to do so. 

The official statement of our viewpoints in regard to electric power 
development are set forth in an association policy position the com- 
plete text of which is attached to this statement as appendix A. 


GOVERNMENT COMPETITION WITH PRIVATE ENTEPRISE 


Obviously, the pattern of this bill is not to create a disposal agency 
for the disposition of excess electric energy produced at Federal 
water resources projects, but the pattern is to create a commercial 
monopoly of the production, transmission and sale of electric energy. 

In addition to other provisions, the first sentence of newly desig- 


nated section 2(g¢) makes this pattern vividly clear in the following 
words: 


Subject to the provisions of this act, the Corporation is authorized and directed 
to schedule and construct or arrange for the construction of generating and 
transmission facilities, or to purchase and exchange electric power, so as to 
enable it to supply the net wholesale electric power needs of all distributors 
or consumers within the Pacific Northwest who desire and are willing to enter 
into contracts to purchase such power from the corporation. 


Naturally everyone would like to have income-tax-free electricity. 
So the clamor to get BPC power would be great. Use of the word 
“consumers” opens up the possibility of retail as well as wholesale 
sales. Since there is no inhibition in the bill against duplicating 
existing transmission lines, it is easy to visualize the destruction of 
existing business enterprises. 

Also presumably the State public utility commissions could not pro- 
tect the existing territories of electric companies. Thus we would 
have Federal preemption of the electric generating business in the 
Pacific Northwest. 

The pattern of complete freezeout of private enterprise from in- 
vestment in power generating facilities in Federal water resource 
projects is shown in proposed new section 2 as follows: 

Any agency constructing or operating any Federal water resource project 
in the Pacific Northwest shall, from funds advanced by the Corporation here- 
under, install, operate, and maintain such machinery, equipment, and facilities 
for the generation of electric energy as the corporation finds appropriate to 


carry out the purposes of this act and as will not adversely affect the operation 
of the project for the other purposes for which it was authorized, and such 


installation is hereby authorized. 

This provision would preclude the constructing or operating 
agency from making any arrangements with investor-owned electric 
companies to develop the electric power phases of Federal water re- 
source projects in the Pacific Northwest whenever the Bonneville 
Power Corporation decided otherwise. 
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Such a restriction is even more undesirable because of the fact that 
the determination as to whether and to what extent, a Federal water 
resource project in the Pacific Northwest will include Government- 
owned machinery, equipment, and facilities for the generation of 
electricity would no longer be in the hands of the elected representa- 
tives of the people—the Con of the United States. 

It would be in the hands of an appointed Board and General 
Manager. 

Likewise, after the electricity is generated, any Federal agency 
operating oe facilities at any project now or hereafter 
constructed in the Pacific Northwest would be required under the new 
section 2(a) to deliver it to the Corporation. There would be no 
alternative permitted. 

Also the operating agencies will be required to schedule the opera- 
tions of their settee queen units in accordance with the re- 
quirements of the Corporation and, from funds advanced by the Cor- 
poration, provide and maintain for the use of the Corporation at such 
projects adequate station space and equipment, including such 
switches, switchboards, instruments, and dispatching facilities as may 
be required by the Corporation for proper reception, handling, and 
dispatching of the electric power produced at the project, together 
with transformers and other equipment required by the Corporation 
for the transmission of energy at suitable voltage from the project 
“to the markets to be served by the Corporation.” 

In addition, the Corporation may provide to the constructing agen- 
cies funds for the capital costs of such authorized Federal water 
resource development facilities— 


as the Corporation deems it to be necessary or desirable to enable it to meet 
electric power demands for all uses to maintain an expanding economy or 
otherwise improve the general welfare throughout the Pacific Northwest. 

Once again the decision as to the extent of Government ownership 
and operation of productive facilities is removed from Congress and 
vested in an appointed Board. 

Nor would there be any effective limitation on the geographic 
area in which the Corporation would carry on its commercial and 
other activties. 

Even the territorial limitation expressed in the new section 2(¢)— 
that the construction and operation of thermal or nuclear-powered 
facilities for the generation of electric power shall be limited to the 
Pacific Northwest—is illusory. 

The new section 2(d) would authorize and direct the Corporation to 
construct and operate transmission lines as it find necessary, desirable 
or appropriate to transmit electric power available to it for dis- 
position— 


to existing and potential markets, to interconnect its system with projects and 
power systems now or hereafter constructed and to carry out its contracts or 
agreements for the transmission or interchange of electric power from non- 
Federal projects. 


Consequently there does not appear to be any real territorial limita- 
tion on the area in which BPC power would be transmitted and sold, 
even though the generating facilities are limited to the Pacific North- 
west. 
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Thus the potential destruction of private enterprise would be geo- 
graphically unlimited by law, since the income-tax-free power could 
flow into California, Nevada, Utah, and elsewhere. 

The first three sentences of the new section 2(3) also demonstrate 
the lack of any territorial limitation on BPC power service area and 
other activities as follows: 


(e) Subject to the limitations of this Act, the Corporation may carry out such 
activities as may be necessary or appropriate for the generation, transmission, 
and sale of electric power, including contracting or arranging for (1) the pur- 
chase or exchange of electric power, (2) the use of transmission facilities, and 
(3) the purchase, exchange, sale, storage or release of water incident to the gen- 
eration of electric power. Such arrangements may include the exchange of such 
water or water use, electric power or the use of transmission facilities, one for 
the other. The limitations in subsection (c) of this section on the area within 
which the Corporation may construct or acquire generating facilities shall not 
apply to the purchase or exchange of electric power or to such purchase, ex- 
change, sale, storage or release of water. 


Thus, it is made apparent that the Corporation’s influence and ac- 
tivities in the distribution of electric power and the usage of water 
resources will not be limited to the Pacific Northwest area defined in 
the bill. The extent of the Corporation’s impact on the private enter- 
prise system will, in fact, be uncontrolled. 

The proposed new section 1(b) states: 

In carrying out its responsibilities under this act, the Corporation shall be 
guided by the policies and objectives of the Employment Act of 1946, as amended. 

The declaration of policy of the Employment Act of 1946 states 
that it shall be carried out— 


in a manner calculated to foster and promote free competitive enterprise and 
the general welfare. 


Inasmuch as the very existence of this Federal electric power cor- 
poration would be an assault on free competitive enterprise, it is 
difficult to perceive how it could be guided by the policies and objec- 
tives of the Employment Act unless it went into liquidation. 

However, this is unlikely to happen since each of the five members 
of the Board of Directors would be required to first profess his be- 
lief in the “feasibility and wisdom” of the Bonneville Power Corpo- 
ration Act before he could be appointed. Thus, these two provisions 
would appear to create a hopeless philosophic dilemma. 

The newly designated section 2(d) would be amended to add the 
phrase “to promote the diversified economic and industrial develop- 
ment of the several States of the Pacific Northwest.” No one is op- 
posed to the promotion of a diversified economic and industrial de- 
velopment of the Pacific Northwest. 

Nevertheless, the record does not indicate that the people, communi- 
ties, and the States of this area are incapable of doing this job in a 
highly commendable fashion or that a Federal Government corpora- 
tion is required to accomplish this result. 

To the contrary, data issued by the U.S. Department of Commerce 
shows that, in the period from 1939 to 1956 value added by manufac- 
turing in the entire United States rose by 470 percent whereas, in the 
four States of Washington, Oregon, Idaho, and Montana, the increase 
was 616 percent. 

Private capital and private initiative have played a tremendous role 
in this development. There is absolutely no need to drive out such 
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private capital and private initiative by a large-scale invasion on the 
part of the Federal Government. 

Obviously, there is not the slightest necessity to create a Federal 
corporation to construct and operate coal-burning or oil- or gas-burn- 
ing steam generating plants in the Pacific Northwest. Private enter- 
= is fully capable of owning and operating such plants and should 

permitted and encouraged to do so. 

The construction and operation of steamplants to generate elec- 
tricity is a function which private business enterprises have been 
carrying on successfully for many decades. These private business 
enterprises have made available a vastly increased supply of electric 
energy at lowered unit prices under a system of vesitien designed 
to insure fairness to consumers, employees, and investors, 

It should be noted that on the average, 3 pounds of coal were re- 
quired in 1920, to produce a kilowatt-hour of electricity, but efficiency 
of equipment has been increased to the point where today less than 1 
pound of coal is required to produce a kilowatt-hour. Some modern 
plants require only 0.6 pound. 

The competitive pressures and economic incentives of our private 
enterprise system brought about this achievement. It indeed seems 
ironic that those who in the past extolled the virtues of Government- 
produced income-tax-free hydroelectric power now not only seek the 
adoption of the private enterprise corporate form of doing business 
but also seek authority to own and operate the coal-burning equip- 
— that private enterprise has developed to such a high degree of 
efficiency. 

emisiion of electricity by investor-owned electric companies in 
the United States has increased from 37 billion kilowatt-hours in 1920 
to 490 billion kilowatt-hours in 1958. 

This enormous expansion was made possible by the flow of vast 
sums of private investment capital into electric generating facilities. 

The establishment by the Federal Government of a commercial 
electric power 6 ey could be extremely disquieting to the 
investing public. Private investment in electric aage-age © pra 
may tend to shrink farther and farther away from the BPC power 
service area (which seems to be self-expanding and not susceptible 
to precise definition) because of the fear that the BPC will move into 
new areas and create duplicating and overlapping competition not 
subject to the cost requirements entailed in private ownership and 
operation. 

We feel that the establishment of a Bonneville Power Corporation 
would not be a constructive contribution to encouraging the growth 
and ee of private enterprise in this country. 

At the root of this detrimental impact on our economic system lies 
the basic fact that the Bonneville Power Corporation would not be 
required to pay the Federal wer eee income tax, whereas investor- 
owned electric companies are subject to a 52-percent surtax rate on 
their income. 

In fact it would not be too far wrong to say that this bill should 
also be referred to the House Ways and Means Committee since, in 
essence, its principal feature is the entrenchment of an income tax 
exemption in our economy. 
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Under the excessively high rates presently imposed, avoidance of 
Federal income tax has become the single most compelling and irre- 
sistible motivating force in our economic life. , 

To provide a built-in, discriminatory, and unjustifiable avoidance 
by Federal law would be an extremely great inequity. 

It is only fundamental fairness that every electric consumer should 
pay an electric rate that will help support his Federal, State, and local 

overnments. No enterprise that is exempt from Federal corporate 
income tax can be truly considered to be on a self-sustaining, business- 
like basis, which is the phrase used in this bill. 

We respectfully urge that the committee devise and recommend 
then some means of withdrawing the Federal Government from the 
business of dispensing income-tax-free electricity rather than recom- 
mend the establishment of a Federal corporation that would expand 
and perpetuate this inequitable commerce. 

The official statement of our views on the subject of Government 
competition with private enterprise is contained in an_association 
policy position attached to this statement as appendix B. 


APPLICATION OF SOUND GOVERN MENTAL PRINCIPLES 


The creation of this Federal electric power corporation would mean 
the creation of a new level of government in the Pacific Northwest. 
This corporation would have no responsibility to local and State 
governments and would have powers transcending the powers of these 
other levels of government. 

On the other hand, it could not truly be called a part of Federal 


Government because it would be independent of any of the existing 
executive departments of the Government and would also, to a large 
extent, be independent of the Congress. 

Present governmental offices and agencies are fully capable of safe- 
guarding the best interests of the public in the development of the 
natural resources of the Pacific Northwest. 

These include the Governors and legislatures of the Pacific North- 
west States; the natural resource, health, and public utility agencies 
of these States; the U.S. Army Corps of Engineers; the Bureau of 
Reclamation; the Forest Service; the Soil Conservation Service; the 
Bureau of Land Management; the Fish and Wildlife Service; the 
Federal Power Commission; the National Park Service; the Atomic 
Energy Commission; and the International Joint Commission— 
United States and Canada. 

Yet this bill touches upon the responsibilities of all these existing 
agencies: Research and Suciloouiias on means to minimize any ad- 
verse effect of dams, reservoirs, or other power facilities on the passage 
or propagation of fish; research and development on means of genera- 
tion, transmission, or use of low-cost electric energy “or as may other- 
wise be necessary or useful to it in carrying out the purposes of this 
act”; carrying on of activities and functions in British Columbia; 
reclamation; flood control; navigation; irrigation; recreation devel- 
opment; and pollution control or abatement—are all mentioned. 

To create such a superagency would be a monstrosity of political 
science. This would not be a step toward streamlining the Govern- 
ment or achieving greater economy, but would be a step toward cre- 
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ating greater governmental conflicts and greater governmental expend- 
itures. 

Although our association advocates the watershed development con- 
cept as the proper approach to the whole complex of major renewable 
natural resource problems, we vigorously reject the use of authori- 
tarian instrumentalities of the Federal Government in the imple- 
mentation of such an approach. 

Our viewpoints on these matters are more fully expressed in official 
policy positions entitled “Watershed Improvement” attached to this 
statement as appendix C and “Federal Valley Authority,” attached 
as appendix D. 

We feel that watershed development should include upstream 
waterflow retardation, flood control, erosion prevention, protection of 
industrial and municipal water supplies, abatement of pollution, 
drainage and irrigation where necessary, recreation, forest and range 
management—all directed toward the best practicable use and care 
of all lands. 

To place overriding importance on the generation of income-tax- 
free electric power by the creation of a Federal electric power corpora- 
tion would in our opinion seriously warp a properly balanced approach 
to these natural resource problems. 

We believe that responsibility for action in watershed develop- 
ment should be assumed by local watershed associations such as are 
already functioning, and that a federation of community watershed 
associations on a State or interstate compact basis should be encour- 
aged to develop and carry out plans on larger stream basins where 
such unified approach is most feasible. 

On the other hand, we believe that extension of Federal authority 
usurps and replaces many basic economic, social, and political rights 
and functions of local and State governments. 

It also creates an extremely dangerous kind of Federal Government 
by substituting arbitrary decisions for functions of the Federal Power 
debian and of agencies of the States which have authority to 
license projects found to be in the public interest only after full hear- 
ings, due consideration of all factors, and with their decisions subject 
to judicial review. 

oth the Federal Power Commission and other Federal agencies 
would be relegated, under this new form of government by corpora- 
tion to having one ex officio nonvoting member on the Advisory Coun- 
cil if the agency so desired. 

Each Member of the U.S. Senate and House of Representatives 
from the Pacific Northwest and the Governor of each State of the 
Pacific Northwest would be entitled to appoint a member of the 
Advisory Council, but their representation would be outweighed by 
the 40 members at large who would be appointed to the Advisory 
Council by the Corporation itself. 

The Advisory Council would have no real power in any event, since 
its stated purpose is “To make continuously available independent as- 
sistance and counsel reflecting the needs and opinions of the people of 
the Pacific Northwest.” 

The implication seems to be that our present form of government 
with all its elected representatives in legislative bodies and executive 
offices are incapable of reflecting the needs and opinions of the people 
of the Pacific Northwest. 
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Because this proposal to create government by corporations repre- 
sents such a drastic departure from our traditional forms of Fed- 
eral, State, and local government, it might have been broached in a 
more appropriate fashion as a proposed amendment to the Constitu- 
tion authorizing the Congress to create Federal business corporations 
and thereby socialize our economy. 

The five members of the Board of Directors of the Corporation 
would be appointed by the President by and with the advice and con- 
sent of the Senate. These appointees in turn would appoint the Gen- 
eral Manager of the Corporation who would be the chief executive 
officer and would be removable only by the Board. 

The Directors would be appointed for 5-year terms, and there is 
no provision in the bill as to any power of the President or the Con- 
gress to remove them from office either with or without cause. 

The decision of the U.S. Supreme Court in Humphrey v. United 
States, 1935, that the President could not remove a Federal Trade 
Commissioner, casts doubt on the removability of the BPC Directors. 

Such an organization with its extremely great financial and admin- 
istrative latitude, would not appear to be responsive to the demo- 
cratic processes of our representative form of government. The pro- 
vision for an Advisory Council is more of a reflection of the unrepre- 
sentative character of the Corporation than a cure. 

We do not endorse government by corporation, no matter how well 
suited the device may be for carrying on commercial enterprises. 

There should be fewer Federal Government corporations rather 
than more. This holds true for the natural resources field as well as 
other fields. 

The general views of our association on conservation and manage- 
ment of natural resources are expressed in an official policy position 
which is attached to this statement as appendix E. 

In this policy statement, we respectfully request the Congress to 
give prompt and careful attention to a thorough and comprehensive 
revision, correlation, and improvement of statutes relating to our re- 
newable resources. 

Regretfully we must conclude that the bill before the committee 
does not contribute to a comprehensive revision, correlation, and im- 
provement but to the contrary adds one more variant to the present 
crazy-quilt of Federal statutes dealing with natural resources and a 
dangerous and undesirable variant at that. 


CONCLUSION 


In conclusion we urge the committee not to recommend the bill to 
create a Bonneville Power Corporation for the following summarized 
reasons: 

1. In contrast to private enterprise electric power developments, a 
Federal electric power corporation would cause a drain upon the 
Public Treasury, would be exempt from Federal income and other 
taxation, and would not be subject to effective regulation. 

2. The specific delegation to Congress of the power to regulate 
interstate commerce negates the idea of any delegated power to engage 
in interstate commerce. 

3. The eventual result would be the monopolization and nationali- 
zation of electric power generation in a vast area of this country 
under the control of a five-man appointive board. 





180 BONNEVILLE POWER CORPORATION 


4. The bill would improperly authorize the Corporation to borrow 
$1.1 billion from the U.S. Treasury without action by the Appropri- 
ations Committees. 

5. Enactment of this bill could lead to nationalization of entire 
electric power industry and nationalization of other basic industries. 

6. Power revenues would be made available for capital expenditures 
despite the advice of the Comptroller General that Congress can best 
control capital expenditures through appropriations. 

7. The role of the Federal Power Commission in allocation of costs 
and approval of rate schedules would be eliminated and the selling 
agency itself would be authorized to allocate costs and fix rate 
schedules. 

8. Proper allocation of costs among eight varied purposes would 
be extremely impracticable. 

9. The bill would tie the hands of Congress in passing upon final 
cost allocation reports. 

10. The governmental investment in power-generating facilities 
should be kept to a minimum by having investor capital finance such 
power facilities to the full extent of existing willingness and 
capability. 

11. The function of government is primarily political rather than 
economic, and the responsibilities of government do not encompass 
competition with its own citizens. 

12. The authorization to construct and operate coal-burning, oil- 
burning, and gas-burning, steam-powered electric generating plants 
is especially undesirable since this is a function which private enter- 
prise has been performing with great merit for a number of decades. 

13. There would be no effective territorial limitation on the corpo- 
ration’s power service area or other corporation activities. 

14. It is only fundemental fairness that every electric consumer 
should pay an electric rate that will help support his Federal, State, 
and local governments. 

15. Creation of a Federal electric power corporation is not neces- 
sary for the continued economic growth of the Pacific Northwest. 

16. There would also result undesirable domination and control by 
a Federal Government corporation of the development and conser- 
vation of the natural resources of the Pacific Northwest. 

17. Present governmental offices and agencies are fully capable of 
safeguarding the best interests of the public in the development of 
the natural resources of the Pacific Northwest. 

18. Arbitrary decisions would be substituted for functions of the 
Federal Power Commission and of agencies of the States which have 
authority to license projects found to be in the public interest only 
after full hearings, due consideration of all factors, and with their 
decisions subject to judicial review. 

19. This sameaeel to create government by corporation is such a 
drastic departure from our traditional forms of Federal, State, and 
local government that it might have been broached in a more appro- 
priate fashion as a proposed amendment to the Constitution authoriz- 
ing the Congress to create Federal business corporations and thereby 
socialize our economy. 

20. Programs and activities of a Federal electric power corporation 
would conflict with watershed development by local watershed 
associations. 
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21. Congress should not create a new level of government unre- 
sponsive to democratic processes. a 

22. The bill would not contribute to comprehensive revision, cor- 
relation and improvement of Federal natural resource statutes but 
would add a dangerous and undesirable variant to the present piece- 
meal and patchwork pattern. 

Senator Neupercer. Thank you, Mr. Pasek. I would just like to 
ask you one question if I may. 

Mr. Pasex. Surely. 

Senator Neusercer. Do you believe that it was advisable, has been 
advisable for the Federal Government to construct such hydroelectric 

wer projects as Roosevelt Dam, and Arrowrock Dam, Hoover Dam, 

rand Coulee Dam, Bonneville Dam, Shasta Dam, et cetera? 

Mr. Pasex. I believe I would have to answer that this way. 

If the projects, the dams that you refer to appear to be essential 
for the development of the area for flood control, water conservation 
and other reasons, I see no reason why some taxpaying body should 
not be empowered to pay the bill and construct the facility. 

However, inasmuch as we have a utility industry in this country 
which has been fully capable of meeting the demands of the economy, 
I see no reason why the Government should go into the utility busi- 
ness, and those falling waters could well have been sold to private 
industry and the power developed by them and taxes paid instead 
of tax money consumed. 

Senator Neupercer. But I still don’t get the purport of your 
answer. Do you believe it was the part of wisdom for the Federal 
Government to construct the projects I have mentioned ? 

Mr. Pasex. I am not as familiar as you are with each of the projects, 
but as I said, if the construction of those dams for reasons of flood 
control, water conservation and so forth were felt to be feasible and 
desirable, then there would be no reason why some government, 
whether it be State, or Federal, depending entirely upon the other 
factors, should not construct the dams. It is not my belief that that 
gives a license to the Government to go into the power generating and 
distributing and selling business. 

That is my answer, if that clears it up. 

Senator Nevupercer. Thank you very much. Any questions, Mr. 
Mapes? 

Thank you very much for being here with us. 

IT regret you had to stay over an extra day, but we are not supposed 
to hold committee sessions when the Senate 1s in session unless we have 
= permission of the entire Senate, and I want you to understand 
that. 

Mr. Pasex. Thank you, sir. 

Senator Neusercrer. Thank you very much. 

(The exhibits referred to by Mr. Pasek are as follows :) 


APPENDIX A 


Evectric Power DEVELOPMENT 


The rapid encroachment of governments in the field of electric power develop- 
ment should be halted. Industry believes that the production, transmission and 
distribution of electric energy to the general public is in no sense a responsibil- 
ity of government, be it Federal, State or local. We further believe that electric 
power developments by investor-owned electric companies are in keeping with 





182 BONNEVILLE POWER CORPORATION 


the principles of the private enterprise system and that such developments by 
governments are not. 

Accordingly, we believe that when the generation of electric power is economi- 
cally sound and necessary to bring about the full utilization of all resources 
in multipurpose developments and where its value as an incidental byproduct 
will contribute to the repayment of Government funds for other beneficial uses 
which are clearly within the area of Government responsibility (such as naviga- 
tion, national defense, and in some cases flood control and reclamation), the 
governmental investment in power-generating facilities should be kept to a 
minimum by having investor capital finance such power facilities to the full 
extent of their willingness and capability. 

Industry believes that the Federal, State or local government should not dic- 
tate or impose ‘preference’ policies with respect to the marketing of electric 
power produced by facilities in which they have no proprietary interest. 

And, in cases where the Federal or a State Government is, nevertheless, the 
owner of power-generating facilities, we believe that the electric power and 
energy produced therefrom should be sold at wholesale on equal terms and 
conditions and without discrimination to either investor-owned utilities, or to 
loeal public agencies where they exist, in order that such power and energy may 
be distributed to a maximum number of people under effective regulation and 
without monopolization by any group. Investor-owned utilities should not only 
be permitted, but should be invited and encouraged to construct all the facilities 
for the production, transmission, and distribution of power wherever and when- 
ever they are ready, able, and willing todo so. Such private enterprise electric 
power developments cause no drain upon the public treasury, are subject to 
taxation and are under effective Government regulation. 


APPENDIX B 


GOVERNMENT COMPETITION WITH PRIVATE ENTERPRISE 


The function of government is primarily political rather than economic. The 
Government’s responsibilities do not encompass competition with its own citizens 
in the fields of production and distribution. Insofar as governmental activity 
invades the field of private enterprise, it threatens the other elements—civil 
rights and civil liberties—inherent in our system of Government. 

Given the same conditions, there are no circumstances under which private 
enterprise cannot operate in the field of the production and distribution of 
goods and services more efficiently than can Government. The only cases where, 
on the surface, this is not apparent are those in which through subsidies, free- 
dom from taxation or improper allocation of costs, Government enjoys a definite 
competitive advantage. The hidden deficits resulting almost inescapably from 
Government-operated business competing with private business are always paid 
by the taxpayer. 

Thus, Government enterprise must necessarily choke out competing private 
enterprise. The consequent diminished area of taxation intensifies the tax 
burden upon remaining private enterprise and further increases the handicaps 
under which private enterprise is unfairly required to compete with the Govern- 
ment. 

Government competition with private enterprise is a major deterrent to the 
flow of job-creating capital into private enterprise. It destroys private capital 
investment incentives and can only lead to State ownership of all enterprise. 


AprEeNDIx © 


WATERSHED IMPROVEMENT 


Industry believes that natural watersheds are, in most cases, the most feasible 
units for conservation, development, and wise utilization of the Nation’s renew- 
able natural resources. Industry also believes that the watershed development 
concept should embrace the whole complex of major renewable natural resource 
problems. It should include upstream waterflow retardation, flood control, 
erosion prevention, protection of industrial and municipal water supplies, abate- 
ment of pollution, drainage and irrigation where necessary, recreation, forest 
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and range management—all directed toward the best practicable use and care 
of all lands. 

To accomplish these objectives, industry recommends: 

1. That the community watershed or small drainage area be recognized by all 
concerned as the natural unit through which renewable natural resources can 
be most efficiently and most satisfactorily developed. 

2. That local authorities and leaders define watershed problems and determine 
needs by utilizing available basic information and that they obtain additional 
surveys where needed to define problems and develop adequate plans. 

3. That local responsibility for action be assumed by watershed associations, 
soil conservation districts, or other voluntary local and State groups. Such 
responsibility would give emphasis to the rights of individuals and groups of 
individuals to participate in planning, developing, and maintaining their own 
community watershed programs, and provide a means of relating such local pro- 
grams to those of interstate or basinwide scope. 

4. That after suitable and adequate community watershed planning is done, 
local authorities should determine and establish the kind of local organization 
needed to direct the operational and maintenance programs, and make full 
coordinated use of existing public agencies, industry groups, associations and 
individuals in a position to contribute to its success. 

5. That a federation of community watershed associations on a State or inter- 
state (agreement or compact between two or more States) basis be encouraged 
to develop and carry out plans on larger stream basins where such unified 
approach is most feasible. 

Industry believes that the foregoing principles should become the policy for 
a fully integrated approach to the conservation, development and utilization of 
renewable natural resources in the United States; and that with such approach, 
responsibility lies with those who derive the benefits therefrom. 

Industry further recommends that, wherever necessary to permit the effectua- 
tion of these principles, the various States consider the adoption of suitable 
legislation recognizing watershed development as State or interstate (by agree- 
ment or compact between two or more States) responsibility. 


APPENDIx D 


FeperAL VALLEY AUTHORITY 


There is no justification for granting to instruments of the Federal Govern- 
ment the authoritarian power to supervise the planning and execution of resource 
development and conservation programs throughout the Nation’s river basins. 
Such extension of Federal authority usurps and replaces many basic economic, 
social, and political rights, and functions of local and State governments. It 
also creates an extremely dangerous kind of Federal Government by substituting 
arbitrary decisions for functions of the Federal Power Commission and of agen- 
cies of the States which have authority to license projects found to be in the 
public interest only after full hearings, due consideration of all factors and 
with their decisions subject to judicial review. The tremendous concentration 
ef control inherent in valley authorities is neither needful nor desirable. 


APPENDIX E 


CONSERVATION AND MANAGEMENT OF NATURAL RESOURCES 


Industry recognizes the vital importance of the sound development and 
improvement of land and water resources of the United States in association 
with the wise utilization of our other natural resources—soil, forests, range 
and their attendant economic and aesthetic values. It is also recognized that 
resource inventories be given high priority in the appropriate departments and 
agencies of government. 

Industry believes that ineffective and ill-advised conservation and use prac- 
tices, where they exist, as they concern the renewable resources must be 
replaced by modern and scientific measures of real and lasting benefit. Indus- 
try further believes that the Federal Government should provide advisory 
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assistance, when requested by State and local agencies undertaking water 
resources and power development projects. 

Only those practices and programs which contribute to the sound develop- 
ment and wise utilization of resources should have the support of govern- 
ment funds whether from local, county, State, or Federal sources. Accordingly, 
industry respectfully requests that the Congress and State legislatures give 
prompt and careful attention to a thorough and comprehensive revision, cor- 
relation, and improvement of statutes relating to our renewable resources 
and be guided by the following requirements and principles: 

1. Provide for an adequate inventory of the Nation’s renewable natural 
resources as the basis of all resource development work. 

2. Provide for full participation of the people, individually or through 
their responsible public and private agencies and organizations, in the plan- 
ning, decisions, operations, and financing of watershed conservation and 
development activities. 

3. Recognize the interrelationships of the renewable natural resources— 
soil, water, forests, range, fish, and wildlife—and treat the accompanying 
resource problems accordingly. 

4. Recognize that flood-control, navigation, or irrigation projects, when incom- 
patible with each other or with other objectives, should be justified primarily 
for their own sake. 

5. Provide a means whereby Federal expenditures in renewable resources 
development work will be made only in direct relation to the urgency of need. 

6. Recognize as a vital responsibility of local and State educational institu- 
tions the importance of education of our youths and the training of teachers 
in the conservation and wise utilization of soil, water, forests, and related 
resources. 

7. Establish accounting and reporting by those agencies of government respon- 
sible for the development of water resources, as well as the production and 
sale of electric power in the same manner as would be prescribed by private 
industry. 

8. Establish by the Congress a continuing, independent, competent board of 
review responsible to the Congress to pass upon the economic feasibility of 
all proposals made by agencies of the Government for the development of 
renewable natural resources. 

9. Recognize that all projects authorized by Congress but for which funds 
have not been appropriated within 5 years of the original approval shall be 
reviewed by the aforementioned board of review, and withdrawal of the authori- 
zation for all those projects declared to be obsolete or unsound by that board 
should be recommended by it to Congress. 


Senator Nevpercer. We have received the statement from the dis- 
tinguished Senator from Oregon, Senator Morse, which he desires to 
appear in the hearing record in full. 

(The statement referred to follows:) 


STATEMENT OF HON. WAYNE Morse, A U.S. SENATOR FROM THE STATE OF OREGON 


Mr. Chairman and members of the subcommittee, your courtesy in providing 
me with this opportunity to present a statement on the Bonneville Power 
Reorganization Act of 1959 is appreciated. My remarks shall be very brief, 
because there are many witnesses who have a direct interest in this legislative 
proposal and who would like to be heard. Upon the basis of my own experience, 
I know that time is precious to the members of the subcommittee. 

My colleague, the junior Senator from Oregon, as sponsor of S. 1927, can 
provide the subcommittee with full details concerning the aims, objectives and 
operative features of the bill. Therefore, I will not attempt to cover the same 
ground. I do, however, urge the subcommittee to make a very thorough and 
penetrating analysis of this bill and of the urgent needs of the Pacific Northwest 
for prompt resumption of a program for maximum development of the great 
water resources of the area. The Nation needs this development; the region 
needs it. 

Since early 1953, the deplorable no new starts program of the Eisenhower 
administration has constituted “progress in reverse” for the Pacific Northwest. 
It has deprived the people of the State of Oregon and neighboring States of an 
orderly, efficient, and economical development of additional cheap electric 
power. In following this policy the administration has prevented an entire 
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region from offering the firm power that would assure the growth of permanent 
industry for the region. The Nation, in turn, has suffered the loss of a mag- 
nificent.source of more electric power for defense industries in time of national 
emergency. 

The Pacific Northwest has for years based its economy upon two major in- 
dustries—lumber and recreation. The seasonal nature of these industries brings 
about interruptions of employment with attendant hardships upon business and 
related industrial enterprises. Accordingly, we of the Pacific Northwest seek 
the economic stability to be derived from one of the greatest resource potentials 
of our area—cheap electric power flowing steadily and in abundance over our 
transmission lines. This is why your deliberations on S. 1927 are so important 
to millions of people in all walks of life. 

One section of this bill is of particular interest to me, because I note that it 
includes the principle of the capital budget. The section to which I refer is 
12(h). 

The Pacific Northwest is an area that is ideal for the putting into operation 
of the capital budget principle by the Federal Government. Great multipurpose 
hydroelectric dams are investments that are revenue-producing and completely 
self-liquidating. In addition, they pay full interest on the investment. These 
projects qualify under the definition of assets which my capital budget bill, 
S. 1244, permits to be deleted in the computation of the public debt. 

One portion of the bill gives me a great deal of concern. I have reference to 
the last sentence of section 3, subsection 2(g) appearing at page 14 of the bill, 
lines 19 to 25, inclusive. This sentence creates some doubts in my mind. It 
occurs to me that if this sentence were to be retained in the bill, it might be 
construed, if the bill were to be enacted, as weakening the public preference 
clause of the original Bonneville Project Act of 19387. I am strongly opposed 
to legislation which would weaken the preference clause and I feel that any 
provision of this bill which might lend some plausibility to an interpretation 
which would weaken the preference clause should be deleted. 

Therefore, I wish to join in the request, which I understand a number of other 
Pacific Northwest witnesses are making, that the committee amend 8. 1927 by 
striking the sentence to which I have just referred. 

The deletion of this sentence will make it clear that the bill will maintain 
the antimonopoly or preference clause of the original Bonneville Project Act 
of 1937. 


Senator Neusercer. Dr. Pearl and Mr. Coulter, before we conclude 
this morning, may I ask you several questions? 

Near the conclusion of your very helpful testimony yesterday, I 
asked you just personally if you felt that a power reservation at 
John Day Dam for the State of Oregon might be advisable. 

If I am not mistaken, I think that both of you replied that you 
thought such a reservation might be helpful to the State of Oregon. 

I believe that is the general purport of your answer; is that right? 


STATEMENT OF DR. WILLIAM A. PEARL, BONNEVILLE POWER 
ADMINISTRATOR, ACCOMPANIED BY RAYMOND COULTER, RE- 
GIONAL SOLICITOR, BONNEVILLE POWER ADMINISTRATION— 
Resumed 


Dr. Peary. That is correct. 

Senator Nevpercer. This is a corollary question I would like to ask. 

You will remember that I put the question somewhat in the context 
of the situation prevailing in the State of Montana. 

There has existed for a substantial period of time, I guess from the 
time of its operation, an outside reservation for Montana at the 
Hungry Horse project; I believe that is correct. 

Dr. Peart. That’s right. 

Senator Neupercer. And we also made reference to the Knowles- 
Paradise bill introduced by the two eminent Senators from Montana 
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which would provide an outside reservation for Montana of the power 
to be generated at the proposed Knowles-Paradise project for the 
State of Montana. 

Dr. Peart. Yes. eee 

Senator Neusercer. That is proposed in that legislation if I am 
not mistaken. This is the question I would like to ask both Dr. 
Pearl and Mr. Coulter. In view of the context in which we have 
discussed this, do you believe that if a reservation were included in 
the John Day legislation or added legislatively to the John Day 
authorization for an at-site reservation geographically for the State 
of Oregon for 50 percent of the power, that the legislation should 
also include a similar at-site reservation for the other State which 
shares the location of the John Day project, namely the State of 
Washington ? : 

Dr. Peart. I think that you have raised a real question there, for 
the geography is just a little different. As Hungry Horse the water 
originates in Montana. When you ask the question I still definitely 
think a reservation for Oregon would be desirable for Oregon, but 
I am inclined to think if Oregon had a reservation, then the State 
of Washington should, also. 

You realize this dividing of the power that is generated in the 
Northwest among the States has been something that has been given 
considerable study. The Interstate Compact Commission was set up, 
and one of the functions of that was to work out just such an ar- 
rangement whereby the power would be equitably distributed among 
the States in the Colauhia Basin, and they at least so far have been 
unable to solve that problem. 

But when you raised that question, I couldn’t help but think that 
is areal serious question, and since the river flows between the two 
States, it would seem that there should be an allocation to each State. 
Likewise there perhaps should be some allocation of the other States 
that are around the Columbia Basin, too. 

Then we get right back to the overall function that an Interstate 
Compact Commission could have served, and that was an equitable 
division of power among the States in the Columbia Valley. 

Senator Neusercer. Thank you very much. In other words, I 
gather that you feel that if there should be a John Day reservation 
for the State of Oregon, that then appropriately there would have 
to be a somewhat parallel reservation for the State of Washington 
because it shares the location of John Day with the State of Oregon ? 

Dr. Peart. I think that is correct. 

Senator Neupercer. Mr. Coulter, do you have any thoughts on this 
from the legal standpoint or policy standpoint ? 

Mr. Coutrer. No. I would not have any particular thoughts from 
a legal standpoint, Mr. Chairman. I would think, however, that 
when you discuss the doctrine of equitable distribution, it would take 
into account factors other than just the States of Oregon and 
Washington. 

For example, I think it would have to account for the operation 
of the preference clause that presently exists under the Bonneville 
Act and the distribution of power as that act presently requires. 
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And whether Washington would be entitled equitably to an alloca- 
tion of the dam’s power I think would have to be considered in the 
light of many criteria. 

I don’t think your question can be answered categorically, sir. 

Senator Neusercer. Thank you very much. Before Dr. Pearl and 
Mr. Coulter return to the Northwest, Mr. Mapes, do you have any 
questions which you think might be added to their helpful 
presentation ¢ 

Mr. Mapes. I don’t believe so, Senator. 

Senator Neupercer. Dr. Pearl, I particularly want to thank you 
and your associate, Mr. Coulter, for the cooperation we always re- 
ceive from you. 

We know it is a great demand on your time but I know that you also 
realize that it is not possible for Congress to consider revisions of 
Bonneville legislation, which was essentially temporary at the time 
of its enactment, unless we have the full cooperation of you and your 
staff, and we have always enjoyed such assistance and I want to ex- 
press my gratitude. 

Dr. Peart. We appreciate the opportunity of being of assistance. 
We have a definite interest in it, and so we are glad to provide you 
with any material that we have available any time you would like 
to request. it. 

Mr. Coutrer. Before we leave, Mr. Chairman, might I ask you 
a question on mechanics. You asked that our office provide some 
Fsbo Seating service yesterday. Do you want that sent to you 
directly ? 

Senator Neusercer. Would iyou send it either to me or to Mr. 
Mapes? 

Mr. Coutrer. All right. 

Senator Neusercer. It will be included in the hearing record. I 
have suggested that the hearing record be kept open for 2 weeks from 
today. Would that be ample for you to prepare the material we 
have requested ? 

Mr. Coutrer. I will not get back into Portland until next week- 
end, a week from now, and—— 

Senator Neusercer. Suppose we add another week. 

Mr. Coutrer. I would appreciate that. 

Seite NevuBERGER. Supposing we say, just to be arbitrary, August 
10? 

Mr. Coutter. That will be fine. 

Senator Nruzercer. In other words, that is for the benefit of any- 
body else in the hearing room. We will leave open the hearing rec- 
ord until August 10 for the receiving of supplementary statements 
and information which we have requested. 

I want to thank then not only Dr. Pearl and Mr. Coulter but all of 
the others who have appeared for their cooperation. 

At this point in the record there will be included statements from 
the Industrial Union Department, from S. R. Logan of Charlo, 
Mont., from the Committee for Paradise Dam, from the Portland 
General Electric Co., and several others. 

(The statements referred to follow :) 
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STATEMENT OF THE INDUSTRIAL UNION DEPARTMENT 


WASHINGTON, D.C., July 16, 1959. 
Hon Rosert S. Kerr, 
Chairman, the Subcommittee on Flood Control, Senate Committee on Public 
Works. U.S. Senate, Washington, D.C. 


Dear Senator KERR: The purpose of this letter is to express the support of the 
Industrial Union Department for S. 1927, subject to certain reservations set 
forth below. 

We are very much aware of the extent to which the delays in development of 
the rich resources of the Pacific Northwest are crippling regional and national 
economic growth and contributing to unemployment and partial unemployment. 
We are thoroughly sympathetic to a program which will permit the people in 
that region to move forward. 

We are, however, in complete accord with the policy statement issued by the 
AFL-CIO Executive Council on natural resources in February of this year. 
The statement said, in part: 

“We urge that the principle of unified river basin development as epitomized 
by the Tennessee Valley Authority be carried to other river basins in the United 
States, adapted to different geographical and economic situations.” 

From this viewpoint, we are troubled by S. 1927 because it does not provide 
for the establishment of a unified Federal program for the development of the 
Columbia River Basin. Instead it appears to leave at large the variety of Fed- 
eral agencies which have so often clashed with each other and contributed to 
the delays in resource development—there and elsewhere. We would much 
prefer a bill which would establish a single agency responsible for the entire 
Federal job of developing water and other resources in a balanced and compre- 
hensive manner. This kind of an agency must be created for that great, rich 
area sooner or later if anything like its economic potential is to be realized, and 
we regret that its creation should be further postponed in favor of a far more 
limited organization. 

Despite our reservations, however, we urge consideration of this measure as 
a means to promote resource development there. 

We are opposed to the provincial restraints placed on the President in section 
2(c) of the bill, restricting the appointment of Directors of the Corporation to 
residents of the Northwest. In a Federal agency such restraints should be 
avoided. The fine history of TVA should be sufficient evidence that residence 
is not a requirement for competence or devotion to a Federal agency. More- 
over, splitting the Board of Directors up along State lines will only encourage 
factionalism which should have no place in such an agency. 

We are opposed to singling out particular groups for special treatment as in 
section 9(a) (12). If retired commissioned officers of the military forces enjoy 
special privileges or disabilities which call for special legislation in this act, it 
would surely be more desirable to handle the matter by general legislation. 

Section 14 should be eliminated. The history of interstate compacts and 
attempted interstate compacts indicates that they neither promote cooperation 
among States over water resources nor do they result in rational water develop- 
ment along lines generally considered desirable. 

We support the preference clause firmly and urge that section 2(g) be amended 
to strike the sentence beginning on line 19 and ending with line 25. No provi- 
oie of the bill should weaken or water down the preference rights of nonprofit 

ies. 

Subject to these corrections and despite our own preference for the creation 
of a unified Federal agency to develop the resources of each of our river systems 
along comprehensive lines, we urge consideration of S. 1927 as a means for per- 
mitting more rapid development of the power resources of the Northwest. 

Sincerely, 
ALBERT WHITEHOUSE, 
Director. 
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STATEMENT OF THE COMMITTEE FOR PARADISE DAM 


THOMPSON FALts, Mont., July 11, 1959. 
Senator Rosert S. Kerr, 
Chairman, Subcommittee on Flood Control, Riwers and Harbors, Senate 
Committee on Public Works, Washington, D.C. 

Dear SENATOR Kerk: The Committee for Paradise Dam, an organization with 
over 800 individual paid members in Montana, wishes to place itself on record 
as endorsing S. 1927 (subject to one reservation) for the following reasons: 

1. It replaces the Bonneville Power Administration, admitted to be a tem- 
porary form of organization at the time it was established, with a permanent, 
businesslike, corporate form, as recommended by the Second Hoover Commission. 

2. It provides for planning for orderly development of the resources of the 
Columbia River. 

3. It requires the Corporation to assume a public utility responsibility to as- 
sure in advance an adequate supply of power to meet the net power needs of the 
region. A power shortage such as the Northwest has experienced in recent years 
would be prevented. 

4. It provides a means of financing multiple-purpose projects authorized by 
the Congress, which would permit orderly construction according to engineer- 
ing schedules, and prevent delays and stretchouts of construction due to “stop 
and go” shifts in administration fiscal policies. Financing would be taken out of 
the category of Government spending, adding to the public debt, and appear in 
its true light as a self-liquidating investment. 

5. It in no way prevents expansion of presently operating privately owned 
utilities, or creating of new companies. There is room for both public and 
private generation of power; both are needed to maintain effective competition 
in the interest of consumers. 

A RESERVATION 


The Committee for Paradise Dam wishes to safeguard the interests of up- 
stream States, such as Montana, which have as yet underdeveloped hydroelec- 
tric power potential, few industries and small population. Equitable distribution 
of power throughout the States of the Pacific Northwest, as provided in section 
2(g) of S. 1927, might be construed as meaning equitable distribution among 
present consumers. Under such a construction by the Board of the Corpora- 
tion, new consumers, whether industries, REA’s, municipalities or utilities, 
would experience difficulty in obtaining power. This would penalize the pres- 
ently undeveloped States such as Montana in favor of the more industrialized 
States. 

In order to prevent such a possibility, we strongly urge that provision be made 
to reserve at-site power for use in the State in which it is generated. Precedent 
for this exists at Hungry Horse Dam in Montana and in the Flood Control Act 
of 1958. While we are aware that such a reservation would allocate a larger 
share of at-site power to Washington than to any other State, we are also 
aware that it is already using a large share. We would be willing to settle for 
this comparatively smaller share of reserved at-site power in order to be assured 
that we would get that share, that it could not be taken from us. We must be 
assured that the new industries which Montana so urgently needs will be able to 
get enough power, that no loophole of possible construction of the act could 
deprive them of it. 

Respectfully, 
Pau. K. HARLow, 
President, Committee for Paradise Dam. 


STATEMENT OF THOMAS W. DELZELL, REPRESENTING PORTLAND GENERAL EXLECTRIO 
Co., PORTLAND, OREG. 


S. 3114 is sponsored by Northwest Public Power Association and proposes cer- 
tain amendments to the Bonneville Act and other acts of Congress. The North- 
west Public Power Association has prepared several drafts of the proposed 
Columbia Valley Authority or a regional corporation. The bill as submitted ‘is 
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somewhat of an innovation over the previous acts in that it now.seeks to amend 
the Bonneville Act and to set up a regional corporation. 

It is the consensus among the power experts in our company that the probable 
maximum hydroelectric power which can be developed economically in the 
Pacific Northwest region is approximately 22 million kilowatts out of a potential 
capacity of in the neighborhood of 35 million kilowatts. This opinion appears to 
be concurred in by the Corps of Engineers in its Information Bulletin on a Study 
of Water Resources Development in the Columbia River Basin, which bulletin 
accompanied their Notice of Public Hearings on Columbia River and Tribu- 
taries, dated September 28, 1957 (see pp. 5 and 10 and table II). 

As of December 31, 1957, the existing powerplants in the Pacific Northwest 
Region had the following capacities : 


Total in kilowatts 


Nameplate Peaking 
rating capability 


Federal agencies -_ 
Public agencies 
Private utilities 


Additionally there are, including John Day, 8 Federal hydroplants under 
construction with a nameplate capacity of 2,757,500 kilowatts ; and over and above 
that the private utilities and various local public power agencies have under con- 
struction 21 hydroelectric plants with a nameplate capacity of 4,515,000 kiio- 
watts. Thus, there is a total of 7,272,500 kilowatts of hydrogenerating capacity 
under construction at this time, all scheduled to be in operation by December 
1965, except the 1,200,000-kilowatt John Day Federal project which is scheduled 
for completion between 1968 and 1971, depending upon Federal appropriations. 

Virtually all of the present installed capacity (9,576,230 kilowatts) is hydro. 
There are only several hundred thousand kilowatts of steam capacity in the area. 
Thus; to be on the conservative side, if we round this off at 9 million and add to 
it in excess of 7 million kilowatts in hydroplants now under construction, it is 
apparent that we have in being or in prospect 16 million kilowatts of hydro- 
capacity out of the estimated total of 22 million kilowatts that can be feasibly 
developed. Simple substraction indicates that the remainder yet to be developed 
is approximately 6 million kilowatts. 

This tremendous construction program, particularly the larger part being car- 
ried on by the non-Federal interests, represents the greatest hydroelectric con- 
struction program ever undertaken in any area in these United States. It also 
demonstrates that the various private utilities and local public agencies, in co- 
operation with the United States, can complete the remaining 6 million kilowatts 
without difficulty. Thus, there is no need for a new Federal corporation to 
enter the field with authoritarian powers to do the job that is already well along 
toward completion. 

It will also be observed in the text of the proposed legislation that the pro- 
posed corporation will not only take over all of the properties and authority 
of the Bonneville Power Administration but will also assume complete authority 
over all projects having any power development including the present authority 
exercised by the Army Engineers, the Bureau of Reclamation, the Federal Power 
Commission, the Comptroller General, Fish and Wildlife Service and any other 
possible jurisdiction of the Department of the Interior, as well as the usual 
budgetary processes of Congress. ; if 

It is also to be noted that the persons tobe appointed as directors of the 
proposed corporation are to be drawn from those who profess a belief in the 
feasibility and wisdom of the act.. A citizen with generally recognized ability in 
the field of power production and administration might be utterly disqualified, 
while a person of no experience whatever might be chosen. 

In general, the act appears to be socialistic. The history of our own Govern- 
ment shows that it evolved by reason of the oppression of monarchies, dictators 
and other absolute forms of government. Our Government was formed as a 
government of laws rather than a government of men. Our forefathers, in their 
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wisdom, also provided for checks and balances so that no one person or no small 
group could assume too much power or authority over the people and their rights 
to pursue their own course. The Federal system was established in such a 
manner that certain limited rights were given to the Federal Government and 
all other rights were reserved to the States. This system has brought this 
country to the present position as the most progressive, most wealthy, and strong- 
est country in the world. Ever since the system was started, many attempts have 
been made to centralize the Government and take away from the States powers 
which were reserved to the States. Furthermore, many attempts have been 
made to emasculate our system of representative government by chiseling vif 
pieces thereof and giving arbitrary authority to a small group of individuals. 
This is not unnatural among humanity, as we find many who aspire to exercise 
arbitrary authority over others; but this selfish aspiration is not consistent with 
the principles of our representative form of government. 

The present proposed legislation would place such power in the hands of five 
individuals who ostensibly would believe in this system of socializing segments 
of the country. By this proposed legislation, Congress is asked to surrender its 
own authority over the matter of expenditures, the issuance of securities in the 
name of the Government, and all other controls except such as are passively 
suggested in the act, whereby reports are made to Congress and if no objection 
is made thereto, the proposals, plans, and activities of the proposed corporation 
would be deemed to be authorized. With Senators and Congressmen extremely 
busy, it would be most difficult to search for and properly control objectionable 
features of proposals and activities of the authority, under such a system as 
provided in this legislation. 

The proposed legislation seeks to assume full authority over all the waters of 
the area. However, the primary function of the proposed corporation apparently 
would be that of producing and distributing electric power. Under the present 
system the other beneficial uses of water, such as irrigation, reclamation, preser- 
vation of fisheries, and recreational uses, would be fully affected by the proposed 
legislation. Yet, the arbitrary authority of the directors of the corporation 
would probably leave these other beneficial uses far in the background. 

The preference provisions of the present Bonneville Act are not repealed or 
modified. The corporation ultimately would be expected to take over and operate 
all the presently constructed Federal projects, all the Federal transmission sys- 
tem and all future Federal projects, and would have authority under the act 
to take over all projects, whether of private utilities or utility systems of public 
agencies. However, the act does not in any manner provide that the corporation 
shall have a utility responsibility of providing the necessary power for the area. 
If the proposed corporation is presumed to have a utility responsibility for the 
area, there would be no logic in leaving the preference clause in the Bonneville 
Act as proposed in this legislation. 

To visualize such a corporation, with arbitrary and authoritarian power, in- 
cluding the right of eminent domain, and without any congressional controls over 
the budgets and expenditures of such corporation, or the issuance of securities 
thereby, with no checks on construction problems such as now given by the able 
Corps of Army Engineers, with no control over the cost allocations or power rights 
such as now given by the review of the Federal Power Commission, one readily 
senses that such corporation would be left to its own devices without adequate 
supervision of the répresentatives of the people in the area. There would be no 
services to the public over and above that which is already rendered by existing 
agencies. 

The people in the area would have no choice in the selection of directors and 
would meet with nothing but arbitrary determinations by the directors whose 
appointments are far removed from any choice by the people of the area. Even 
the authority of the respective States in the area to control and regulate the 
use of waters would be curtailed and superseded by this proposed corporation. 
If the proposed act is legally sufficient under the U.S. Constitution, the rights 
of the States in determining and supervising water uses are correspondingly 
curtailed or emasculated. 

It is respectfully submitted to this committee that the present arrangements 
for the development of additional hydroelectric power in the Pacific Northwest 
are adequate. Insofar as the distribution of the federally generated power by 
the Bonneville Power Administration is concerned, there is need for equity in 
the allocation of this power so that all of the people in the Northwest may benefit. 
This has been previously covered by my testimony with respect to S. 2206. This 
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equitable distribution of Federal power, however, can be achieved by a simple 
amendment to the Bonneville Act, and it is to be noted that this measure under 
consideration, S. 3114, in no way attempts to establish equity in this regard; 
but on the contrary, would aggravate the discriminatory conditions which now 
prevail. It is respectfully suggested, therefore, that your committee not approve 
this legislation. 


STATEMENT OF CLARENCE D. PHILLIPS, ON BEHALF OF PORTLAND GENERAL 
ELEcTRIC Co., PORTLAND, OREG. 


My name is Clarence D. Phillips. I reside in Portland, Oreg., and am repre- 
senting Portland General Electric Co. 

Portland General Electric Co. serves over 750,000 people in Oregon—about 
one-half of the State’s population. Because of this heavy responsibility, Port- 
land General Electric Co. is vitally interested in any proposal which could 
affect power supplies and water resource development in Oregon and the entire 
Pacific Northwest. 

In the last session of Congress, consideration was given to S. 3114. Mr. 
Thomas W. Delzell, chairman of the board of directors of Portland General 
Electric Co., testified before the Committee on Public Works, Subcommittee on 
Flood Control—Rivers and Harbors, at a hearing upon S. 3114 held in Wash- 
ington, D.C., on May 23, 1958. The testimony of Mr. Delzell, together with 
statements and supporting documents pertaining to S. 3114, was submitted by 
Mr. Delzell and is recorded in the hearing record. Our directors and manage- 
ment realize that the hearings held today, in Portland, are designed to accommo- 
date local groups and individuals who, for various reasons, are unable to attend 
hearings in Washington, D.C., or elsewhere in the country. We will therefore 
limit our presentation today to a very brief summary pertaining to the redraft 
of a proposed bill to establish the Columbia River Development Corporation 
which, we understand, will probably be presented to the next session of Congress. 
We have just been furnished with copies of the proposed revision within the 
last few days. We would like to request that Portland General Electric Co. 
be granted adequate time to make a complete and detailed presentation at future 
hearings in Washington, D.C., if this proposed legislation is introduced in the 
next Congress. 

From a meager and somewhat inadequate study of the redraft, I can assure 
you that Portland General Electric Co. is opposed to the proposed redraft, for 
substantially the same reasons that it opposed S. 3114. This proposal would 
establish an additional level of government in the Pacific Northwest. This 
additional level of government would be unresponsive to the wishes of the people 
in the area, and it would give the proposed Columbia River Development Corpo- 
ration practically autonomous control over the entire field of power development 
in the region. The proposed revisions which have been suggested would not make 
any basic change in the authoritarian concept upon which this proposed legisla- 
tion is based. The revised bill still would establish a supergovernment, respon- 
sible Only to itself and over which Congress would exercise very little, if any. 
control. It would be a Corporation which could entirely ignore any of the 
desires of the State legislatures, State officers, and which could even superimpose 
its control over many of the present governmental agencies. This proposed 
Corporation is contrary to the concepts of good government and is not in harmony 
with the principles held by the majority of our citizens. 

Our system of government,.in these United States, was premised upon a strong 
desire to get away from any form of absolute monarchy, dictator, or oligarchy. 
It sought and did achieve a strong Central Government for such purposes as 
the U.S. Constitution permitted, and it allowed all other matters to be deter- 
mined by the States. It was built upon the idea of free enterprise in the field 
of economics. Ever since its founding, there have been those who have sought, 
either directly or indirectly. to remove the freedoms which our system sponsors— 
by presenting schemes which are artfully proposed and drafted and under which 
an individual, a group of individuals, or a small minority seek to enhance their 
own personal power outside of checks and balances and fiscal control exercised 
by our present Federal Government. There are always those who seek to create 
a government by men instead of a government by law. This proposed legislation 
appears to be an effort to establish an autocratic form of governmental agency 
in the Pacifie Northwest which would have certain sovereign powers over the 
States and the citizens therein and without the usual controls asserted by our 
Government with respect to determination of action or fiscal control. 
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In the Pacific Northwest, great strides have been made in the production of 
electric power. This has been accomplished by a coordinated and cooperative 
effort on the part of many individuals, groups, and corporations, both public 
and private, and also including the Federal Government and its several agencies. 
The Northwest Power Pool itself is a strong manifestation of the well-coordi- 
nated planning and accomplishment in this area. The proposed legislation would 
not accomplish anything which is not or could not be accomplished by the 
present agencies in the area. As for comprehensive development of water and 
the production of power, the Federal Power Commission, the Army Engineers, 
the Reclamation Bureau and State agencies are most adequate to see that such 
development is made as would best utilize, for all purposes, the water resources 
of the area. 

Existing powerplants in the area have a total nameplate rating slightly over 
9 million kilowatts. Furthermore, the United States and non-Federal agencies 
have under construction or licensed for construction, a group of projects which 
will have a combined nameplate rating of 6 million kilowatts. The last of these 
is scheduled for completion in 1968. Thus, by that date the region will have a 
hydroelectric power supply totaling 15 million kilowatts. These figures are 
contained in the 1958 advance program of the Bonneville Power Administration. 
There are numerous additional projects which, although not included in the 
figures cited above, are, nonetheless, under active consideration by both Federal 
and non-Federal agencies. Completion of these future projects will add some 
5 million to 8 million kilowatts to the Pacific Northwest power supply. It is 
reasonable to assume that within the next 25 years the hydroelectric development 
of this region will have reached 20 million to 22 million kilowatts, or approxi- 
mately 75 percent of the total economic hydroelectric potential in the area. 
There is no reason or need for the proposed legislation, or for any additional 
Government agencies or organizations, to accomplish the desired results. 

The proposed redraft would add nothing to the power supply available to the 
Pacific Northwest. The Corporation would have authority to condemn real or 
personal property. It therefore could undertake to acquire, by force, all of the 
private developments in the area. Being a Federal Corporation, it could also 
acquire all the properties of the public agencies other than those owned by the 
Federal Government. It would receive all the power from the Federal projects 
in the area. All of this, however, would not add one single kilowatt-hour to 
the amount of electric energy available in the Northwest. It is hard to find 
anything that this Corporation could do that is not now being done. 

This Corporation would be set up with a Board of Directors consisting of five 
members, all of whom would be called upon to profess a belief in the feasibility 
and wisdom of the act. In other words, they would be ineligible if they were 
believers in the free-enterprise system which has persisted in this country. Of 
these five Directors, three would constitute a quorum; and a majority of a 
quorum would have power to act. In other words, two men could determine 
the course of the Corporation, insofar as the Beard of Directors has power of 
determination. However, the Board of Directors has very limited powers under 
the act. It is provided that they ‘shall advise and assist” the General Manager 
in the performance of his duties. Other specific duties of the Board of Directors 
are rather innocuous. They include the appointment of 40 members of the Ad- 
visory Council, the right to call meetings of the Council, and the right to fix 
the maximum limitation of expense of the Corporation. The Directors do not 
choose the General Manager. The General Manager is appointed by the Presi- 
dent, with the advice and consent of the Senate. In short, the General Manager 
has all of the substantial authority vested in the Corporation. This system, 
therefore, becomes authoritarianism vested in one man. It is a departure from 
a government of laws to a government of one man. 

The proposed legislation seeks to broaden the distribution of power among 
the States. However, it does not provide for a fair and equitable distribu- 
tion of power among the States, nor does it repeal the preference clause which 
is still left in the Bonneville Act if these proposed amendments are adopted. 
However, the act does endeavor to clothe the Corporation with a public utility 
responsibility of furnishing all of the power requirements in the area. If 
such is the intent, there is no necessity for leaving the preference clause in 
the Bonneville Act. The preference clause could be eliminated by very simple 
legislation. 

This Corporation would receive its funds, not through the usual appropria- 
tive process with its checks and balances and supervisory control of Congress. 
but through the method of selling its obligations to the U.S. Treasury and 
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thereby circumventing the usual fiscal control. This was the subject of justi- 
fiable criticism by the principal financial officer of Congress, the Comptroller 
General of the United States, in a letter written to this subcommittee in March 
of 1958. This method of financing was also criticized by the Comptroller Gen- 
eral of the United States in a letter dated June 6, 1958, to the Honorable Fran- 
cis Case, U.S. Senator, in which detailed statistics were given of the transactions 
relating to authorizations to expend from public debt receipts. As of May 31, 
1958, this indirect method of acquiring funds for expenditures amounted to 
a net balance of $21,611,645,673. Under the provisions of the bill to create 
the Columbia River Development Corporation, the same method would be 
used, although the proposed legislation requires that it should not be included 
in the statement of the public debt. This method would enable the Corpora- 
tion to use money collected from the taxpayers without appropriation or fiscal 
supervision by Congress as the representative of the taxpayers. 

Furthermore, the Corporation would fix its own rates without congressional 
approval and without any form of regulation. It could sell its bonds and 
acquire cash from the pockets of the taxpayers by merely disposing of its 
bonds to the U.S. Treasury, as proposed in the legislation. 

One can only come to the inescapable conclusion that the regional Corpora- 
tion is an end in itself and not the means to an end as its proponents suggest. 
This bill would establish a supergovernment with practically unlimited author- 
ity in the fields of power development and transmission. It would give this 
unprecedented authority to one man, appointed by the President of the United 
States and not responsible either to the people or their representatives. It 
would provide no additional power. There certainly is no need for the drastic 
measures which this legislation proposes. 


BAKER, OreEG., July 7, 1959. 
Hon. RicHarp L. NEUBERGER, 
Chairman, Subcommittee Senate Public Works, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: This letter is to inform you and members of the Senate Public 
Works Committee, its subcommittees, and all other interested people that the 
undersigned is opposed to S. 1927, the bill to establish a Bonneville Power 
Corporation. 

It is the undersigned’s belief that full development of hydroelectric power and 
all other resources of the Columbia River drainage basin and the Pacific North- 
west can and will be accomplished without any Federal corporation. This will 
be accomplished by citizen-owned free enterprise, municipal, State, and Federal 
agencies now in existence or authorized and at the same time keep control of 
their resources within each State. 

He believes the coordination of projects affecting more than one State can 
better be accomplished by an organization such as the proposed Interstate 
Compact Commission. 

It is requested that this letter be made a part of the hearing record scheduled 
for July 15, 16, 1959. 

Respectfully, 
PuHILo H. ANDERSON. 


PORTLAND, OREG., July 15, 1959. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Public Works Committee, 
Washington, D.C. 


Dear SENATOR CHAVEZ: The undersigned, together with four other Portland 
engineers, submitted a statement to your committee on May 15, 1958, in which we 
expressed our opposition to S. 3114, 85th Congress, and on December 4, 1958, and 
January 9, 1959, statements opposing the so-called committee print of the modi- 
fication of S. 3114, of the 85th Congress, 2d session. 

By this letter we desire to register our opposition to S. 1927, 86th Congress, 
1st session, for the same reasons set forth in the statements mentioned above. 

We shall appreciate having this letter made a part of the record of the hear- 
ings on S. 1927, to be conducted by Senator Neuberger on July 15 and 16, 1959, 
at Washington, D.C. 

Respectfully submitted. 

Lronarp A, ANDRUS. 


—— 
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STATE OF OREGON, OFFICE OF STATE FORESTER, 
Salem, June 2, 1959. 
Hon. RicHARD L. NEUBERGER, 
U.S. Senate, Washington, D.C. 

DeaR SENATOR NEUBERGER: In discussing S. 1927 with representatives of pri- 
yate industry, I find they would like to see wording in the bill recognizing com- 
pliance with forest laws of the several States involved. 

As our power companies, both private and public, expand their operations we 
find the hazard to our forest resources increasing as a result of the high-voltage 
transmission lines that traverse our forest areas. 

Each year we have a number of fires caused by the breaking of these transmis- 
sion lines resulting in considerable loss to our timber values. 

The problem was recognized by our recent legislature when they passed senate 
bill 386, which provided for safeguards to be taken by users of our forest areas. 
It will apply equally to all industrial operations in hazardous forest areas. 
However, there is some question as to responsibility of a public power corpora- 
tion where State law is concerned. 

I hope you will give serious thought to this problem in consideration of 
S. 1927. 

With kindest personal regards, I am 

Sincerely, 
D. L. Putpps, State Forester. 


CHARLO, Mont., July 13, 1959. 
Senator Rosert S. KErr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, 
Senate Committee on Public Works, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR KERR: Speaking only for myself, I would like to contribute 
some observations for the record in the hearing on S. 1927. I have long been a 
student of the problems of river development. 

The subcommittee which has conducted hearings and taken the lead in bring- 
ing about the evolution of this proposed legislation through the various forms 
of successive drafts deserves the highest commendation, both for the excellence 
of S. 1927 and for the democratic, studious, thorough, and impartial character 
of its work. 

This bill seems to provide the best possible insurance against power shortage 
which can be devised without materially affecting the present functions of 
the various agencies. The “temporary” Bonneville Administration has long 
needed revision in the light of our long experience with it. Under this bill 
financing would be taken out of the “Government spending” category and would 
reflect its attractiveness as sound investment. It would cease to be a compli- 
eating budgetary burden of the Government, but the Government would con- 
tinue to be in proper control of the proposed Bonneville Corporation as of other 
public corporations. For these and other equally good reasons I think the bill 
should be enacted. 

However, in my opinion, the language enjoining reasonable geographic distri- 
bution among the States served could be and should be improved. Should it not 
specifically assure preference for continuing expansion of existing municipal and 
cooperative systems and specifically guarantee that the needs of such systems 
that may be established in the future shall be taken care of as they arise, and 
not be sacrificed as a result of long contracts to large customers, or otherwise? 
A rapid increase in municipal and cooperative systems in States now nearly 
devoid of competition would serve the dual purpose of additional protection 
from monopoly evils and of fair and wise distribution of Federal power through- 
out the region. 

To the extent that reasonableness of geographic distribution is based on 
present load, Montana, whose principle resource is its high-elevation storage 
damsites and the snow on its mountains, would continue to be denied all but a 
minimum of its natural advantages and the satisfaction of its just requirements. 
Montana’s sparse population and lack of industry calls for specific reservation 
of power produced at Knowles (or Paradise) for use in Montana, as at Hungry 
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Horse. Such specification in congressional authorization is strongly supported 
not only by Montana’s acute needs and industrial backwardness but also by the 
principle of wide dispersal of industry for the sake of security, and by the prin- 
ciple of assured, extensive use of power near the point of generation. 
Respectfully, 
S. R. Logan. 


NortHweEst Pusztic Power Assocration, INc., 


Vancouver, Wash., August 5, 1959. 
Hon. RicHarp L. NEUBERGER, 


Senate Office Building, 
Washington, D.C. 


Dear SENATOR NEUBERGER: Thank you for the very good hearings of July 15, 
16, and 17 on S. 1927, and for your kindness in keeping the record open for a 
supplemental statement until August 10th. 

Enclosed is a list of 18 relatively minor or technical amendments which have 
been called to our attention. 

Secondly, I enclose a preliminary draft of an amendment to subsection 2(b) 
of the Bonneville Act to take care of the BPA-CVP intertie situation. I em- 
phasize that this is a preliminary draft but it expresses our preference in 
handling this legal problem. 

Thirdly, in regard to the John Day Dam power allocation bill, we would like 
to submit the following comments: 

As a general principle we think the preference clause now in the Bonneville 
Act is sound. We think this is a national and regional enterprise which 
transcends State lines. 

We think preference customers in any of these four States should have 
preference over any nonpreference private utility in any of the four States. 

We can live with the proposed splitting of John Day power between Oregon 
and Washington provided that this does not become a broad precedent. This 
does not mean that we favor it. 

We can live with it because Oregon’s direct BPA industrial loads (Hanna, 
Harvey, Reynolds) plus preference customers in 1958 used 626,000 kilowatts 
or well over one-half of the John Day prime power. Thus a John Day reserva- 
tion would not change present or forseeable operations. 

May we suggest that the bill S. 1927 be made available in clean draft from 
incorporating all desired amendments. 

Thanks again for your interest and patience. 

Best personal regards. 

Sincerely, 
Gus Norwoop, Executive Secretary. 


PROPOSED AMENDMENTS TO S. 1927, BONNEVILLE POWER CORPORATION BILL 


1. Page 2, line 7: Insert before the word “instrumentality” the words “agency 
and” in order to make sure that such statutes as the false claim act (18 U.S.C. 
287) would apply to the Corporation. There have been recent cases concerning 
the applicability of that statute to various Government corporations. The false 
claim act refers to “the United States, or to any department or agency thereof.” 
I am not sure whether this would include the Corporation under the present 
language of S. 1927. The effect of this proposed change on other matters should 
also be considered. 

2. The phrase “this Act” should be changed to “this amendment” in the fol- 
lowing places in the bill: 

Page 8, line 23. 

Page 15, line 6. (The reference here is “this section,” but should be 
changed to “this amendment.’’) 

Page 18, line 20. 

Page 36, lines 8 and 9. 

Page 36, line 22. 

Page 38, line 11. 

Page 39, line 20. 

Page 40, line 2. 

In each of the above cases the phrase appears in a provision which will become 
a part of the act of August 20, 1937, as amended. Hence the references to “the 
effective date of this act,” as they now appear in the bill, would be to August 20, 
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1937, rather than to the effective date of S. 1927. Dr. Pearl’s testimony pointed 
out some of the problems that would arise from the adoption of the present 
language. 

2 Page 5, lines 8 through 22: Move this paragraph to page 8 immediately fol- 
lowing line 9. Move the quotation marks in line 9 on page 8 to the end of the 
relocated paragraph; i.e., after the word “advisable” now appearing in line 22, 

age 5. 

7 4. Page 6, line 9: Change “Council” to “Counsel.” 

5. Page 6, line 9: After “each” and before the comma insert “without regard 
to the Classification Act of 1949, as amended.” 

6. Page 10, lines 8 through 11: Change to read “necessary or desirable to 
enable it to meet its electric power marketing responsibilities under this Act.” 

7. Page 10, line 24: Change “preservation” to “conservation.” 

8. Page 12, line 19: Change “Corporaton” to “Corporation.” 

9. Page 15, line 3: After “facilities” insert “and for such other activities.” 

10. Page 19, line 6: Delete the word “development.” 

11. Page 19, line 7: Insert a new sentence reading as follows: “Costs allocated 
to items (4) through (8) shall be nonreimbursable.” 

12. Page 20, line 9: After “thereof,” insert “or after the effective date of this 
amendment, whichever is later.” 

13. Page 21: Delete lines 15 through 22 and insert the following: 

“Sec. 8. Section 8 of said Act is hereby amended (1) by striking the figure 
‘$500’ and substituting therefor the following: ‘$2,500; or (4) the negotiation of 
the purchase or contract is otherwise authorized by law’ and (2) by adding the 
following new sentence at the end of said section: ‘Sales and contracts of sale, 
arising out of the Corporation’s administrative transactions only, shall be made 
after advertising in the manner above provided, except when: (a) the reason- 
able value involved in any one case does not exceed $2,500, or (b) the negotia- 
tion of the sale or contract of sale is otherwise authorized by law.’ ” 

14. Page 23, line 2: Legislation amending the Federal Tort Claims Act to 
increase the limitation for administrative determination of claims to $2,000 
has passed the House. If this legislation is enacted, the figure ‘“$1,000” ap- 
pearing in line 2, page 23, of the bill should be changed to whatever figure is 
finally agreed upon in that legislation. It started out as $3,000, but the House 
cut it to $2,000. In any event we urge changing this to $2,000 at this time. 

15. Page 23, line 7: Delete “for this purpose the Corporation” so as to give 
the Corporation the Attorney General’s authority with respect to all tort claims 
and not just those under $1,000. 

16. Page 29, line 20. Delete subsection (c) and renumber the subsequent sub- 
sections. See also Department of Labor’s similar view, page 202 of the printed 
hearings on 8. 3114, 85th Congress. 

17. Page 32, line 10: Change “appropirate” to “appropriate.” 

18. Page 40, line 12: Before the period, insert “and with all funds expended or 
advanced by the Corporation pursuant to the provisions of paragraph (9) of 
subsection (a) of section 9 of this Act.” 


First DraFrr JULY 30, 1959 


A BILL To amend the Bonneville Project Act to authorize construction of transmission 
facilities between the U.S Columbia River power system and the Central Valley project 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection 2(b) of the Bonne- 
ville Project Act of 1937 is amended by adding thereto the following: 

“The Administrator and the Commissioner of Reclamation are authorized to 
interconnect the U.S. Columbia River power system and the Central Valley 
project by constructing transmission facilities for the sale or exchange of resi- 
dual exportable electric power as the supplier determines in his sole judgment 
cannot be utilized or sold within its marketing area as divided at the California- 
Oregon boundary. Contracts, rates, and charges for the sale, exchange, and 
wheeling of electric power over said facilities shall be approved by the Secre- 
tary of the Interior subject to review on December 19, 1964, and every 5 years 
thereafter. Before approving such contracts, rates, and charges the Secretary 
shall give public notice and upon adequate request shall arrange for a public 
hearing in the area affected.” 
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[ H.R. 6367, 80th Cong., 2d sess.] 


A BILL To conserve water and power for irrigation and related purposes and to con 
petroleum used in power generation and to direct the constracticn, operation, and ‘eaten 
nance of transmission lines ee power systems of the Bonneville 
Power Administration and the Bureau of lamation in the Pacific Northwest and 


northern and central California 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That for the purpose of conserving 
water and power for irrigation and related purposes and to conserve petro- 
leum used in power generation, the Secretary of the Interior, through such 
agency or agencies in the Department of the Interior as he may select, is 
hereby directed to construct, operate, and maintain such transmission lines 
as may be required in his judgment, for the adequate interconnection of the 
power generating, marketing, and transmission facilities heretofore or here- 
after constructed and/or administered by the Bonneville Power Administration 
and/or the Bureau of Reclamation in the States of California, Idaho, Oregon. 
and Washington. , 

Sec. 2. The construction costs of such interconnecting transmission lines 
shall be apportioned by the Secretary among the projects or systems inter- 
connected and shall be amortized in accordance with the laws governing the 
amortization of such investments in connection with the projects or systems 
to which they are apportioned. Operation and maintenance costs of such lines 
shall be apportioned annually among the projects or systems interconnected 
and shall be returned in accordance with the laws governing the return of 
operation and maintenance costs of the projects or systems to which they are 
apportioned. 

Sec. 3. The system of origin shall have first right to any and all power of 
that system without regard to the requirements of any other system or systems. 
Exportation of power from any system shall be limited to dump or waste power 
except that exportation of firm and/or secondary power or power of other 
classifications may occur only on certification of the Administrator of the 
system of origin that there is a surplus of that classification to the needs of 
that system. 

Sec. 4. There are hereby authorized to be appropriated, out of any moneys 
in the Treasury not otherwise appropriated, such sums as may be required for 
the purposes of this Act. 


NoRTHWEST PusLic Power ASSOCIATION, 


Vancouver, Wash., August 9, 1959. 
Hon. RicHARD NEUBERGER, 


Senate Office Building, 
Washington, D.C. 


Dear SENATOR NEUBERGER: In a nine-page letter of July 18, 1959, to the 
Senate Committee on Public Works, the Federal Power Commission set forth 
its comments on S. 1927 to amend the Bonneville Project Act to create the 
Bonneville Power Corporation. 

We must respectfully take exception to certain statements in the letter and 
we request that our comments may be included in the hearing record. 

(1) In paragraph 7 the Commisssion alleges that S. 1927 assigns to the 
Corporation primary Federal responsibility for the planning, construction, and 
operation of non-Federal water resources projects and facilities within the 
Pacific Northwest. We respectfully deny this allegation. Nothing in this bill 
reduces the authority of FPC to license non-Federal projects. On the con- 
trary we believe and intend that the broader authority of the Corporation to 
wheel non-Federal power, to buy, sell, or exchange storage water, and to buy, 
sell, or exchange power would greatly encourage non-Federal construction of 
dozens of small- and medium-size projects which we believe are not suitable 
for Federal construction. It is significant that it is precisely this area which 
was discussed at the Portland and Seattle hearings of December 1958 and 
which resulted in improved language in S. 1927. 

(2) In paragraph 10 the Commission requests that the bill be amended to 
require “mandatory consultation with, and recommendation by, the Federal 
Power Commission.” In the earlier draft of this legislation which was intro- 
duced as S. 3114 the Corporation was given the same veto power which TVA has 
over FPC licensing of non-Federal projects. Such veto provisions were objected 
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to by several witnesses. It is thus surprising that the Commission insists upon 
a system of mandatory consultation and recommendation which would serve to 
weaken the management of the Corporation. We strongly object to such veto 
authority in the hands of the Commission. We object to any managerial voice 
in Corporation affairs being given to FPC. The bill provides adequate author- 
ity for the Corporation to consult with FPC and all other Federal agencies. 
Attention is also invited to page 10, lines 13 through 25, of the bill, and also 
page 15, line 6, through page 16, line 11, which require consultation but without 
putting FPC in the driver’s seat. 

(3) In paragraph 11 FPC alleges that the Corporation could preempt all the 
water resources of the area for Federal development by the Corporation and 
would nullify the Commission’s licensing functions in the Pacific Northwest. 
We deny the allegation. Even if we were to hope for five or more billions of 
dollars of capital funds needed for such preemption and for such full, compre- 
hensive development, this bill does not provide such funds. Its preemption is 
limited to $1.1 billion and is further limited to the annual budget program which 
is subject to review annually in accordance with the Government Corporation 
Control Act, and in addition the Corporation is subject to congressional review 
in connection with authorization legislation for projects. We are completely at 
a loss in seeking to find an explanation for the Commission’s farfetched inter- 
pretation of this bill. 

(4) In paragraphs 11 and 12 the FPC is concerned about whether the Cor- 
poration will observe the “comprehensiveness” test in water resources develop- 
ment. This expression of concern is so amazing that it raises a question as 
to the sincerity of the Commission. It is precisely our deep disappointment with 
the Commission in refusing to observe the test of comprehensiveness in connec- 
tion with the Hells Canyon Dam which has led to the insertion of safeguarding 
language in this bill to insure that within the Pacific Northwest not only this 
Corporation but every other Federal agency will be held to a higher standard 
of comprehensiveness than is now defined in the Federal Power Act. The bill 
emphasizes the test of comprehensive development at page 1, line 11; page 2, 
line 19 through page 3, line 1; page 3; lines 1 through 12; page 9, lines 6 to 8; 
page 10, lines 18 through 25; page 15, line 6, through page 16, line 11; page 24, 
line 24, through page 25, line 5; and page 41, line 20, through page 42, line 18. 

(5) In paragraph 12 FPC claims that it must take into account certain broad 
considerations and implies that the Corporation would not. At page 3, line 12, 
of the bill the Corporation is specifically directed to observe the “policies and 
objectives of the Employment Act of 1946, as amended.” Certainly this is a 
broader duty than now rests on FPC. 

(6) Also in paragraph 12 the Commission claims that its performance under 
the Federal Power Act has “withstood the test of critical examination.” We 
strongly disagree. First there has been no critical examination made by Con- 
gress of FPC’s performance. A cursory review, however, indicates many in- 
stances which warrant the policy changes made in S. 1927. These instances 
include the Commission’s actions in the Hells Canyon case, fast tax writeoff 
windfall profits, natural gas price regulation, extension of 50-year license period, 
unjust cost allocations as in the McNary Dam case, and failure to investigate 
the 553 unlicensed projects where even the Commission believes licenses are 
required. 

For example, the House Government Operations Committee recently asked 
the Commission to list: “Hydro projects already constructed for which an appli- 
cation for license has not yet been filed but which FPC believes is required under 
the Federal Power Act.” 

The Commission’s reply admitted: “The records of the Commission show that 
for existing hydroelectric plants in the United States having an installed capac- 
ity of 1,500 kilowatts (2,000 horsepower) or more there are 553 plants having a 
total installed capacity of 5,124,800 kilowatts not under Federal Power Com- 
mission license. Investigation and possible hearings would be required to deter- 
mine which of these 553 plants are subject to license.” 

Additionally there are many unlicensed projects 100 to 2,000 horsepower, but 
the Northwest Public Power Association has testified in favor of amending the 
Federal Power Act to exempt these from FPC regulation. 

This association has had extensive contact with the Federal Power Commis- 
sion in many other administrative areas such as load forecasting, river basin 
studies, and hydrothermal studies. We think the tasks assigned the Commission 
are difficult. We think in many areas the Commission does a good job. How- 
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ever, we simply cannot overlook the many errors and inadequacies in FPC 
performance. It would not stand up under critical examination. 

Even if the Commission were doing an exemplary job, there would still remain 
the question of imposing regulation of one Federal agency upon another. This 
ean be especially bad when an “independent” agency regulates an agency which 
is directly responsible to the President and to the Congress. FPC was not 
given “independent” status for this purpose. 

As a broad generalization we believe FPC should drastically reassign its 
staff and budget away from interagency work, regulation of other Federal 
agencies and the seeking of additional jurisdiction over Federal agencies, and 
concentrate instead on its licensing and regulatory functions relative to non- 
Federal power systems. 

FPC’s licensing has not been outstandingly successful. Whereas the Ten- 
nessee River as of January 1, 1957, was 82 percent harnessed, only 23 percent 
of U.S. hydro resources were harnessed. Counting Alaska in the U.S. average 
brings this down to 19.5 percent developed, and almost half of this is in Federal 
projects. 

Using FPC’s own reports as of January 1, 1957, the 48 States showed 26.5 
million kilowatts developed. The Federal projects total 12.1 million kilowatts. 
FPC’s 255 licenses cover 7.6 million kilowatts. This leaves 6.8 million kilowatts 
of non-Federal unlicensed projects and of this total the Commission thinks 5.1 
million kilowatts should be licensed. Thus of the Nation’s 117 million kilowatts 
(counting Alaska raises this to 135 million kilowatts) FPC’s 39 years of licens- 
ing has resulted in only 7.6 million kilowatts of capacity. Furthermore this 
represents the cream of the projects. FPC has managed in 39 years to license 
development for only 5.6 percent of the Nation’s hydro resources. This is no 
basis for boasting. 

In contrast to the 7.6 million kilowatts of FPC licensed projects, the Nation 
has 108 million kilowatts of idle, wasting water power resources, including 
82 million kilowatts in the Columbia River Basin. 

Unfortunately the Federal hydroprogram also is bogging down, witness the 
Bureau of Reclamation’s pathetic report of July 31, 1959, that it will add only 
40,000 kilowatts of generating capacity during fiscal year 1960. 

(7) In paragraph 17 the Commission expresses doubt as to repayment. The 
policy of the bill clearly requires repayment of Federal power investment in full 
with interest over a 50-year period. 

(8) In paragraph 18 the Commission sees an overlap of jurisdiction as to both 
the Corporation and FPC asking a constructing agency to install penstocks in a 
dam for future power development. We think the language at page 21 lines 3 
to 7 leaves the responsibility clearly in the constructing agency upon the recomn- 
mendation of the Corporation. 

(9) In paragraph 21 the Commission enunciates its economic philosophy in 
favor of hard money. It would appear that the Commission is somewhat exceed- 
ing its boundaries in requiring that all Federal power investment should be 
charged interest at the rate paid on Federal bonds having maturities of 15 years 
or longer. 

According to the U.S. Treasury Bulletin of May 1958, of the $272.7 billion 
public debt outstanding as of march 31, 1958, only $8.4 billion or 3 percent of the 
public debt had maturity dates of over 15 years. These long-term bonds, of 
course, require higher interest rates. 

If the Commission claims competence in this field, we claim equal competence 
to suggest that Congress by law should prohibit the Secretary of the Treasury 
from issuing any bonds with maturities of 15 years or longer. We see no excuse 
for the Federal Government conducting a lottery or betting against future prob- 
able interest rates. The Federal Government’s ideal role in absorbing national 
savings is in the short term market, and for that reason should seriously con- 
sider 30 and 60 day certificates as an additional source. Such short term money 
is an even more certain source of funds than is the long term bond market. It 
can thus equally be argued that Federal dams should be financed with extremely 
short term money, paying the going average interest rate from week to week. 

Our solution is expressed in S. 1927 in terms of actual average interest rate on 
outstanding marketable obligations. We would be happy to expand the case for 
this conclusion in a more detailed memorandum. 

(10) In paragraphs 23 and 24 the Commission comes forthrightly to the issues 
of rates and cost allocations and seeks retention and a vast expansion of its 
present jurisdiction. Here again we offer to submit a long brief for the policies 
set forth in S. 1927. Basically we adopt the policies of the TVA Act in recogniz- 
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ing ratemaking and the components thereof, including making of cost allocations, 
to be managerial duties of the Corporation. 

The Commission should not dabble in management. This Federal Corporation 
is already responsible to the President and to the Congress. It does not require 
the protective solicitude of the Commission. 

More candidly the extreme change of Commission policy between the Bonne- 
ville Dam cost allocations of 1988 and 1945 on the one hand and the Draconian 
McNary Dam cost allocation of 1954 on the other hand indicate the lack im- 
partial, judicial, and consistent policy on the part of the Commission. 

The cost allocation policy of S. 1927 is not only consistent with the TVA Act 
pattern but is also along the lines of the Kerr-Trimble bills. 

May be also point out that FPC has no cost allocation jurisdiction now for 
Bureau of Reclamation dams and certain Corps of Engineers dams in the North- 
west, and thus S. 1927 does not reduce FPC jurisdiction thereto. 

The policy of S. 1927 gives the President an opportunity to review and the 
Congress the final authority to approve or change cost allocations. Basically 
cost allocations is part of the appropriations process. 

The McNary Dam cost allocation, in our opinion, reflects the deep undercurrent 
of feeling among topflight staff personnel of the Federal Power Commission 
against the Federal power program. More and more the Commission has al- 
lowed itself to be cast in the role of a claimant agency of private electric power 
corporations against the United States itself. This prejudice was obvious in the 
Hells Canyon case in which the San Francisco office staff alone devoted 44,000 
man-hours to the objective of preventing a Federal Hells Canyon Dam. There 
are many other cases. 

This same resentment against the Federal power program and this same 
claimant agency role on behalf of private corporations now again is revealed in 
the Commission’s testimony shoulder to shoulder alongside that of private util- 
ity witnesses against S. 1927. 

(11) In paragraph 24 the Commission also claims such rate and cost alloca- 
tion control in order to safeguard the U.S. Treasury. We think S. 1927 ade 
quately requires the U.S. Treasury, the Comptroller General, and the Corpora- 
tion to insure the repayment of every dollar of Federal power investment to- 
gether with interest. 

(12) Paragraph 24 reveals the Commission’s empire-building drive for more 
and more authority when it demands that Congress vest in the Commission 
“* * * definitive and continuing authority with regard to all facets of control, 
including cost allocations and rates, classifications, rules, regulations, practices, 
contracts, or other agreements or instruments * * *.” 

This is bureaucratic avarice pure and simple. We oppose the transfer of any 
managerial functions to the Commission. 

(13) In paragraph 25 the Commission continues its fly-specking attack on 8. 
1927 by appealing to prejudice against “establishing an additional governmen- 
tal agency.” S. 1927 does not establish another agency; it changes the existing 
Bonneville Power Administration into the Bonneville Power Corporation. 

(14) Finally in paragraph 16 the Commission suggests delegation of the pro- 
viso at page 18, lines 9 through 12, relative to the uniform system of accounts. 
We have no objection to this suggestion. This is virtually the only constructive 
suggestion which we have found in this letter. 

Sincerely, Gus Norwoon, 
Executive Secretary. 


STATEMENT OF WILLIAM E. WELSH, SECRETARY-MANAGER, NATIONAL 
RECLAMATION ASSOCIATION 


My name is William E. Welsh. I am secretary-manager of the National 
Reclamation Association. 

We appreciate this opportunity to submit for the record a statement regarding 
S. 1927, to amend the Bonneville Project Act, in order to establish the Bonne- 
ville Power Corporation. 

The interests of the National Reclamation Association are primarily in the 
development of irrigation and reclamation projects in the arid and semiarid 
western parts of the United States. Our concern, therefore, relates primarily 
to the effect that this bill if enacted into law might have upon future reclama- 
tion development in that area. 

This bill would authorize numerous fundamental and far-reaching changes in 
policy, which are very largely at variance with the policies which have been 
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followed by the Federal Government over a long period of years. Some of these 
provisions might well be construed so as to adversely affect future reclamation 
development. 

As an illustration, section 6 of the bill would vest in the Corporation the sole 
authority to establish rates for the sale of electric energy, and rates and charges 
for wheeling, storage, and other authorized services. It is a well established 
and universally recognized fact that reclamation today and in the future must 
depend upon power revenues to assist in the repayment of irrigation costs. This 
policy is almost as old as reclamation itself. It dates back to the Reclamation 
Act of April 16, 1906. We believe that in multipurpose development, where 
reclamation is involved, that the power and authority to establish rates for 
the sale of electric energy should be vested with the Secretary of the Interior— 
the agency or department which has the responsibility of developing the reclama- 
tion projects of the West. Thus there would be greater assurance that power 
revenues would be available to assist in the repayment of reclamation costs. 

In the past, under the Federal reclamation law, reclamation has usually been 
considered the primary purpose and objective. All other features and phases 
of development have been incidental. That, most assuredly, has been true with 
respect to hydroelectric energy. This bill would appear to make the develop- 
ment of hydroelectric energy the primary purpose in a multipurpose water 
resource development program. 

Our association over a long period of years has, through the adoption of reso- 
lutions at its annual meetings, registered strong opposition to the creation of 
valley authorities any place in the west. This action is based primarily. upon 
the opposition of the members of the association to the provisions which would 
grant to a commission, or a board of three men, almost unlimited power over 
the conservation, use, and development of the natural resources of the area. 
This bill would appear, in many respects, to grant similar authorities to the 
Corporation. 

We are particularly concerned with the provision of the bill which would au- 
thorize the Corporation to issue negotiable bonds secured by a pledge of its 
revenues, maturing not more than 50 years from the date of issue. Apparently 
the Secretary of the Treasury would be required to purchase such bonds, if he 
should be satisfied that it is reasonably probable that all installments of prin- 
cipal and interest thereon could be met. The authority thus granted to the 
Corporation would be tremendous. 

The provision of the bill which would appear to impose upon the Corporation 
a public utility responsibility to construct generating and transmission facilities 
to meet the wholesale power requrements of the area also appears to involve a 
fundamental change in policy which, it would seem, should be given very care- 
ful consideration. 

The National Reclamation Association has repeatedly gone on record to the 
effect that Congress should retain control and jurisdiction over the development, 
conservation, and use of the water resources of the Nation. This bill would 
appear to grant to the Corporation many of the responsibilities which properly 
belong with the Congress—particularly the provision which would permit the 
Corporation to finance itself on the issuance of bonds. 

The board of directors of the National Reclamation Association at a meeting 
held in Denver, Colo., July 17 of this year, with 13 of the 17 Western States 
represented, voted unanimously to oppose S. 1927 and instructed the undersigned 
secretary-manager to present the views of the association to your committee. 

Following is a list of the States and the respective director from each of these 
States represented at the meeting referred to above: 


Arizona J. H. Moeur. 
California ’. L. Kaupke, represented by Bert L. Smith. 
Colorado H. H. Christy. 
sen eS a a ee Alex O. Coleman. 
een ae ese C. C. Green, represented by R. D. Wyckoff. 
Montana D. P. Fabrick. 
C. Petrus Peterson. 
H. A. Shamberger. 
North Dakota... 2 M. W. Hoisveen. 
Oklahoma Frank Raab. 
L. E. Coles. 
Guy C. Jackson, Jr., president of National Recla- 
mation Association. 
L. W. Markham, represented by Gayle Sterling. 
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Other National Reclamation Association members present were George L. 
Henderson, Bakersfield, Calif.; G. L. Crookham, Jr., Caldwell, Idaho; W. L. 
Broadhurts, Lubbock, Tex.; Dan Jones, Lincoln, Nebr.; Charles Butler, Wash- 
ington, D.C.; J. R. Barkley, Loveland, Colo.; J. R. Clayton, Greeley, Colo.: C. E. 
Fix, Twin Falls, Idaho; John Barnard, Denver, Colo.; William E. Welsh, 
Washington, D.C. 

Attached hereto is Resolution No. 4—Federal corporations and valley author- 
ities—which was adopted at the last annual meeting of the association which 
was held in Houston, Tex., November 1958. 


RESOLUTION No. 4 


FEDERAL CORPORATIONS AND VALLEY AUTHORITIES 


Whereas the National Reclamation Association has over the past 20 years 
consistently opposed the creation of regional or valley authorities in whatever 
guise; and 

Whereas legislation now is being considered in the Congress of the United 
States to establish a Columbia River Development Corporation which in reality 
would be a Federal valley authority under another name; and 

Whereas the powers granted to such a corporation or authority would seri- 
ously threaten State water rights and usurp the rights of local interests in 
the control, development, and administration of their water for beneficial con- 
sumptive use and jeopardize the full and multipurpose development of water 
resources : Now, therefore, be it 

Resolved, That the National Reclamation Association, in accordance with 
its long established policy of opposition to any type of valley authority legis- 
lation, does hereby oppose the enactment of any legislation creating a Federal 
corporation or valley authority or any other such Federal entity empowered to 
investigate, plan, construct, operate, control or develop water resource projects. 


STATEMENT OF THE CENTRAL LINCOLN PEOPLE’s Utitity DistRIcT 


Newport, OreEG., July 10, 1959. 
Senator Rosert S. Kerr, 
Chairman, Subcommittee on Flood Control and Rivers and Harbors, 
Senate Office Building, 
Washington, D.C. 

Dear Senator: Senate bill 1927 to amend the Bonneville Project Act in 
order to establish the Bonneville Power Corporation, is of particular interest 
to the Central Lincoln People’s Utility District because the district’s sole 
power supply is from the Bonneville Power Administration. 

The district’s power requirements at present are 54,000 kilowatts to supply 
the power needs of the 12,000 customers presently connected to the district’s 
system. By 1967 the district’s power requirements are expected to be in excess 
of 112,000 kilowatts and the customers then served will exceed 14,000. 

In the interest of a continuing, adequate power supply to meet. the present 
and future needs of the district it is respectfully requested that favorable 
consideration be given to the early enactment of S. 1927 amended to retain 
the preference clause as it now appears in the present Bonneville Project Act. 

Very truly yours, 
MILLARD MARTIN, 
President, Board of Directors. 


[From the Oregonian, July 14, 1959] 
SELF-FINANCING FEASIBLE FoR TVA, BPA 


President Eisenhower has repeatedly asked since 1956 that Congress authorize 
the Tennessee Valley Authority to finance new power generation by selling rev- 
enue bonds. Congress has made no appropriations for TVA expansion since 
1953, and the agency has been trying to keep up with demand by using its power 
revenues—a process which inhibits repayment of the Government’s investment 
of well over a billion dollars in power facilities. 
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The Senate Public Works Committee was advised by TVA that its power 
requirements are increasing at a rate of about 12 percent a year (more than 
half TVA’s power goes to Federal establishments, including the Atomic Energy 
Commission). A power deficit of 600,000 kilowatts is anticipated by the winter 
of 1961-62 and about 1 million kilowatts the following winter, if the agency 
must depend on revenues only for expansion. 

Now, both the House and Senate have adopted a TVA self-financing bill which 
is in conference to resolve some differences. But the bill does not meet the 
specifications of the President, the Bureau of the Budget and the Treasury. 
Senate Minority Leader Dirksen predicts a veto. The issue is the refusal of 
the Democratic Congress to give the Republican administration greater control 
over the sale and timing of the sales of revenue bonds, as well as in other 
matters. 

This controversy is certain to be reflected in congressional consideration of 
S. 1927, Senator Richard L. Neuberger’s bill to transform the Bonneville Power 
Administration into a Federal corporation and authorize it to sell revenue 
bonds directly to the Treasury for the first 8 years of its existence. It may be 
that the Bonneville financing plan, while itself containing elements of contro- 
versy, may wind up setting the pattern for TVA self-financing rather than vice 
versa, as had been anticipated. 

A hearing will be held by the Senate Public Works Committee in Washington 
Wednesday on changes in the regional power corporation bill for the Northwest 
which carries Senator Neuberger’s name but is supported, with some exceptions 
in detail, by other Northwest Democrats in Congress. Gov. Mark Hatfield, 
Republican, also supports the basic idea of a self-financing regional power cor- 
poration but is not committed to all details of the Neuberger bill. 

The TVA financing bill (H.R. 3460) provides primarily for sale of revenue 
bonds on the public market, either by negotiation or bids. As adopted in the 
House, it exempted TVA bonds from requirements of approval by the Secretary 
of the Treasury as to interest rates, terms and other conditions provided by 
the Corporation Control Act. ‘lhe Treasury could delay sale of the bonds for 
90 days, but not thereafter. 

The Senate’s amendments provide for advice and consultation between TVA 

and the Treasury, but the Secretary’s authority would be limited. Should the 
Secretary fail to approve a proposed issue of TVA bonds within 3 working 
days, TVA could require the Treasury to accept up to $150 million in TVA 
interim obligations. The Treasury also would have to accept such interim 
obligations, maturing in 1 year or less, if TVA decided it could not get reason- 
able terms on the open market. Moreover, TVA could sell on the open market, 
after 8 months, the bonds the Treasury failed to approve, using the proceeds 
to retire the interim obligations. 
“These procedures anticipate high interest rates for TVA. But the adminis- 
tration’s objections, as we understand them, are based primarily on the lack 
of sufficient Treasury control to prevent upsetting the market for other Govern- 
ment bonds. 

The deadlock on TVA bond sales is one reason the Bonneville Corporation Act 
provides for a “seasoning” period of 8 years (earlier 5) in which the Treasury 
must accept the bonds. In the eighth year, the Corporation would be obliged 
to recommend a “permanent” type of financing to Congress—possibly the alter- 
natives of sale on the open market or to the Treasury. In the early years, at 
least, the Treasury would set the exact terms and dates of bonds but would 
have to accept the Corporation’s judgment of need and approximate timing of 
issue. The Treasury would have one “out,” however. It would not have to 
accept the bonds unless satisfied of the reasonable probability that all install- 
ments of principal and interest would be met by the projects so financed. 

With Congress reluctant to appropriate enough money to keep the Federal 
power programs on a soundly planned basis of expansion, and with the admin- 
istration also in favor of self-financing, in principle, it looks as if a common 
basis of agreement could be reached for bond financing of both TVA and the 
Columbia River power system. 


Senator Nreupercer. The committee stands adjourned. 
(Whereupon, at 11:20 a.m. the hearing was adjourned.) 
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